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From being a local champion to a seasoned global player, 


ae Indian engineering has come of age. Crompton Greaves is a 
/ 1a testimonv of the alobal co ‘tencies offered by the Indian 
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whihitic Electrical Industry. Visit ELECRAMA-2010 and meet the power 
xhibitioi | 


leaders of the future. 

A universe of 1,000 exhibitors from 30+ countries and 100,000+ visitors 
from 40+ countries awaits you at the largest one-stop-shop for electrical anc 
industrial electronics across the entire T&D value chain. Preview technology ' 
and products from 220 V to 1,200 kV which conform to International quality 
10 - 21st & 22nd January 2010 standards like BIS, ISO etc. See exhibits from various countries including 
group pavilions from China, France, Germany, Korea, Spain and Turkey 


| - 21st & 22nd January 2010 among others. It doesn t get bigger than this. 


For more information on participation, log on to www.elecrama.com 
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-> 5 Day Exhibition 125 Cable, Conductors & Winding Wires 60 insulating Materials & Insulators 50 Generators & Motors 
-> 60,000 Sq. m. Expo Area 94 Electrica/Electronics Components 125 Testing & Measuring Instruments 50 Power Electronics 

-> Over 1,000 Exhibitors 125 Switchgear & Controlgear Equipments 60 Industrial Controls & Automation Systems 42 Design & Consultancy 
-> 50,000 Business Visitors 83 Transformers 30 Lighting & Accessories 198 Engg. & Other produ 
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Letter from the Editor-in-Chief 





am willing to bet that every businessman in 

India, irrespective of sector or size, lost some- 

thing in the global financial meltdown. The loss 

could have been of revenue, profits, margins, 

customers or employees. In cases where it was 

none of these, businessmen simply lost some 
sleep. When institutions like Lehman Brothers disappear 
into thin air almost overnight and the likes of Citibank, 
AIG and GM are brought to their knees, even industrialists 
whose businesses are unscathed had to worry how 
the seismic changes were going to impact them. 

With this in mind, we reached out to the who's 
who of India Inc., asking them for the lessons that the 
recession in the West and the downturn in India taught 
them. After all, as the old adage goes, when you lose 
something, don't lose the lesson. What we got in res- 
ponse was an abundance of riches. Never before has so 
much of wisdom been put between the covers of a 
business magazine as in this anniversary issue of 
Business Today. And this isn't wisdom culled out of 
textbooks, it comes straight from the heart of the cros 
and Chairmen, who ave/M'aved one of the biggest 
economic challe f their lives. By asking 
practitioners to be preachers, we were able to gather 
lessons that, as an industrialist told us, vou won't 
learn in Harvard or at the ims. 

So, Kumar Mangalam Birla tells us how Novelis, his 
$6-billion acquisition in 2007, turned from a volume- 
driven business into one focussed on delivering customer 
value. Captain G.R. Gopinath, who launched all his 
three businesses during recessions, recounts how an 
insidious combination of arrogance, optimism and 
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stupidity had blinkered his vision. "The cloud on which 
| was sailing evaporated and I saw that I had no 
parachute...." he says. Kishore Biyani, who in my view 
built India's first truly customer-facing business, shares 
how little things like better temperature control can save 
crores. Learn also about an innovative and uniquely 
Indian categorisation of his employees into Ram, 
Krishna, Duryodhana and Ravana and his strategy 
of dealing with each. 

G.V. Prasad of Dr Reddy's Labs explains eloquently 
why one should choose excellence in execution over 
brilliance in strategy, while Azim Premji of Wipro, 
known for his penny pinching ways, advises that the 
best time to build frugality is when there is no need to 
do so. RPG's Sanjiv Goenka shares how the downturn 
helped him complete a project five months ahead of 
schedule, setting a national record. The common 
thread running across these disparate lessons is 
employee engagement. CEO after cEo drove home the 
point that no amount of capital and business vision can 
make you a winner in the downturn if your people 
aren't with you—with their hearts and their minds. 

This only reinforces one of my long-held beliefs— 
that bad times are the ultimate test of leadership. A lead- 
ership that is based on honesty in purpose, clarity in 
vision and transparency in action will not only outlast 
any downturn, but will even benefit from it. If this 
downturn helps corporate India identify and acquire the 
kind of leadership it needs to claim the place it deserves 
in the global economy, we will have lots to thank the 
Lehman Brothers for. 

Happy New Year! © 
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In the downturn 


| What | learnt 


| G.V. KRISHNA REDDY 
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pest time to invest" 


downturn is the best time to 


— m M eee 


invest and make capital inv- 

estments, go bargain-hunting 

and pick up new projects. Take 

the Bengaluru International 

Airport project. Here we have 
been keen to increase our stake if the other 
private participants offload their stake. Today 
we have a 29 per cent stake here after w« 
recently acquired first a 12 per cent stake from 
Zurich Airport for about Rs 485 crore and 
another 17 per cent from L&t for around Rs 686 
crore. The project's attractiveness is the 
relatively low revenue-sharing component ol 
4 per cent against 38.7 per cent in the Mumbai 
airport project. 

Even in the Mumbai airport project, we 
are negotiating with the South African 
consortium to increase our stake from th« 
current 37 per cent to 50.5 per cent. A few 
months ago, we picked up the 9 per cent stake 
of Nagarjuna Construction Company in the 
Gautami Power project in Andhra Pradesh. 

Looking back at 2009, I would say that it 
was in many ways a year when one of the 
best things happened to us. After a wait ol 
almost three-and-a-half years, we finally got 
natural gas for our 220 mw Jegurupadu Phase 
II and in the case of 464 mw Gautami power 
project, almost two years after the completion 
of the project. Both the projects are located in 
Andhra Pradesh. 

Our hotel projects at Taj Gv« did well even 
though the hotel industrv has been affected 
more than most by the downturn. Yes, our 
profit did decline bv around 60 per cent as 
compared to last vear, but this was at a tim« 
when many of the leading players in the ind 
ustry either reported marginal profits or losses. 

People who run all the time get tired fast. 
too. We must, therefore, pick up when com 
petition is a little tired or down. © 

is told to E. Kumar Sharma 
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What | learnt 


In the downturn 
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Set demanding standards of.governance if 
you want to be the last man standing. 
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herun-up to the financial crisis was best 

— described by a banker, who said that the 

mindset at the time was: "Till the music 

plays. I will dance". Well, as we know, the 

music did stop. Whilst our revenues and 

profits were impacted across businesses, 

measured against the competition, we stood our ground. 

The litmus test we applied was: If a downturn of this mag- 

nitude were to persist for some time, would our group be 

the last man standing: which means, will we be the 

industry player least likely to be affected? Without 

doubt, we faced our toughest challenge. But we have 
been the last man standing. 

We believe that tough times don't last, tough people 
do. We constantly reminded ourselves that our collec- 
tive endeavour as an organisation is to build businesses 
for the long haul. We saw a meltdown the world over, 
not just of economies, but equally of governance, I 
believe our demanding standards of governance set us 
apart. Clearly, investors and employees appreciate and 
learn to value-differentiate between organisations like 
ours—that are honest, ethical, transparent and well- 
governed——and others, for whom governance is a plat- 
itude. This is a huge strength. 

Our aluminium business, under Hindalco, felt the 
tremors of the slowdown as demand declined overnight 
and prices of commodities nosedived. But we managed to 
remain relatively unscathed, Our businesses are inherently 
solid on fundamentals. The importance of cost optimi- 
sation, globally benchmarkable products and services, 
upping the ante on customer needs and innovation— 
which has its genesis in deep consumer insights—are 
embedded in our processes. 

A little over two years ago, our team at Hindalco 
led by D. Bhattacharya initiated the poLestar Project. The 
project brought together key managers across Hindalco's 
locations to a common pursuit of challenging boundary 
lines for all the key value drivers. They had to challenge 
limits set by past experiences or budget estimates. The proj- 
ect was path-breaking as not many companies were 
pursuing cost controls at a time when the economies were 
strong and the results were looking good. POLESTAR 
brought a lot of positives to Hindalco. The higher profits 
(Hindalco's net profits grew 11 per cent to Rs 2,860 
crore in the year ended March 2008, a few months bef- 
ore the global recession began) gave us more cash to tide 
over the tough times that were lurking round the corner. 
Most important, our management mindset that believes 
cost-competitiveness is supreme, came to the rescue. 


Investors and employees prefer 
organisations that are honest, ethical 
e and transparent 


Reopen and renegotiate contracts 
in a downtum to achieve savings on 
e input costs and on capital expenditure. 


bises: product mix and a 
iversified product portfol io help 
eds mel dom, 


With its impressive cost position—of being one of the 
world's lowest-cost producers—Hindalco was among 
the very few aluminium companies in the world to deliver 
positive results in the fourth quarter of 2008-09 (it 
showed net profits of Rs 269 crore). 

During the meltdown, Hindalco reopened and rene- 
gotiated several contracts. In the process, the com- 
pany achieved significant savings not only on input 
costs, but also on capital expenditure, which augurs well 
for the future. 

The concept of a business portfolio, built meticu- 
lously over the years, benefitted Hindalco. The copper 
business by virtue of its model (being a converter) 
stood out in the otherwise difficult environment. This 
is reflected in its higher contribution to Hindalco's 
earnings before interest & tax (up from 14 per cent 
in 2007-08 to 29 per cent two years later). Similarly. 
our flexible product mix and diversified product 
portfolio, too, helped us in containing the impact of 
the meltdown. 

I believe Novelis—which Hindalco acquired in 2007 
for $6 billion—is a great asset. To counter the prob- 
lems of metal price ceilings and price volatility on the 
London Metal Exchange (LMt), we used the combined exp- 
ertise of the risk management teams of Novelis and 
Hindalco. We have an offset hedging model in place, 
which significantly absorbs the impact of LME price 
shocks on Novelis' cash flows. During the last two quar- 
ters, Novelis has been the best performing company in the 
space it operates in, namely, flat rolled products. Novelis 
has taken several fundamental business initiatives— 
optimising the manufacturing footprint, substantially 
reducing fixed costs, savings in procurement, improved 
pricing and a richer product mix. It has transitioned 
from being a company driven by volumes, to one focussed 
on delivering greater value. © 
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Dr Reddy's is today a more nimble and agile organisation, 
thanks to the various lessons learnt along the way. 


e learn all the time, not just in a 
downturn. Our acquisition of 
betapharm in Germany in 2006 
has been a tremendous learning. 
Simple yet powerful: Know your 
market before you bet. Our exc- 
itement abo betapharm was indeed logical. Germany 
is the second-largest generics market globally and 
betapharm was the fourth-largest generics firm there. 
That would be a great entry vehicle for us. 

But we did not quite forecast the storm ahead as well 
as we should have. The government ushered in dra- 





matic reforms in healthcare almost overnight. There” 


had been some rumblings about an 
anticipated price decrease around the 
time we acquired betapharm, but this 
was expected to be around 6-7 per 
cent: something we felt we could absorb . 
comfortably. But the cuts were such 
that an attractive branded-generics 
market became largely a commodi- 
tised tender-driven business. Lesson: 
Entering a new market with a limited 
exposure and understanding, through 
an acquisition, however attractive, 
may not be the best thing to do. 

In hindsight, if we had to do geo- 
graphical expansion now, we would first invest in learn- 
ing about the evolving regulations, healthcare systems 
and the politico-economic dynamics. We would prefer to 
first grow organically and only then look at inorganic 
moves. If we were to go for inorganic growth, we would 
do so not to expand geographically or for breadth. but for 
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Don t enter new markets 
with limited information 
and experience. 


Make acquisitions not 
for breadth. but for 

e depth. 
Excellence in execution 
matters more than 

e Orillance in strategy. 


depth. Today. we would focus on markets where we 
have a significant presence and know well—India, us. 
Russia—Trather than interesting markets we still do not 
understand comprehensively. 

The other big lesson I had in more recent times was 
at an investor conference in Manhattan. Seeing our 
team making the presentation, I realised that while 
most others had a simple business model, we had multiple 
business units and businesses to explain. Suddenly, it all 
looked so very complex even to me! I realised we must sim- 
plify our business and everything that supports it. 

From that day, we started moving towards the "less 
is more" kind of a philosophy. We reclassified our busi- 
nesses into three simple groupings. It 
not only made the structure simpler, 
but allowed us to leverage synergies 
better. As we went about simplifying, 
we picked up yet another important 
lesson: Exploit all your capabilities 
before vou explore further. We have 
largely been an entrepreneurial org- 
anisation run by entrepreneurs. When 
I look back over our 25 vears, we 
were more focussed on seizing any 
opportunity for growth before really 
exploiting the strengths we had 
already built within. 

There was a lot of focus on starting exciting busi- 
nesses and entering new geographies. In hindsight, 
for some of these, the footprint looked very impres- 
sive, but it added little to the bottom line. Worse, it 
added immense complexity to our execution capability 
and diffused the management's focus. 
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Dr Reddy's G.V. Prasad: 
The learning never ends 


We realised bad multi-tasking and diluted manage- 
ment attention erode the ability of an organisation to 
eflectively execute its strategy. At a Board retreat. we 
decided to "exploit before we explore". Instead of spread- 
ing thin, we decided to build depth in our 
locus countries and exit several other markets. Now. 
we have five key markets—India, Russia, Germany. UK 
and the Us—for our global generics business. We are 
working at aligning all our operations to ensure depth in 
each of these markets. Earlier, we were in 30-plus mar- 
kets. In these five countries, we are somewhere in the top 
10-15 players, so we are confident of becoming among 
the top five plavers. This will give substantial headroom 
lor growth. much more than we used to get from being 





minor players in numerous markets. 

While all these lessons have helped us gain strategic 
clarity, we still have to completely address our execution 
challenges. Also, we do not have to do a mad rush of reg- 


istering our products in numerous countries. We now can 
ensure a more error-free registration in our key markets. 
Overall, Dr Reddy's is today a more nimble and agile 
organisation. 

When you are focussed on fewer problems, fewer 
geographies, fewer products, execution improves dra- 
matically. For at the end of the day, it you execute poorly, 
it counts for nothing. On the other hand, even an average 
strategy executed brilliantly can make a huge impact. © 

As told to E. Kumar Sharma 
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started my work in the social sector 


e 





with one basic principle. Put faith in 
people. Trusting people, giving them 
the freedom to build their work. and 


demo oo Deh 


i making them responsible for what they 

A  doworks better than the command and 
control method. It is because of this approach of 
creating small autonomous units bound by 
common goals and work styles that Pratham 
people work in far-flung areas of the country 
with a sense of ownership. 

A social movement cannot be driven by 
money. But, a project needs assured funds. When 
a downturn comes, if the organisation is just 
project-based, it can be hurt badly. A movement. 
on the other hand, survives a crisis and finds new 
resources. Pratham has maintained both char- 
acters. We benefit from the energy of a movement 
and we build the discipline of a project. 

With growing size, | was aware that raising 
donor funds upwards of Rs 50 crore a year was 
not going to be easy. So we began to prepare lor 
an eventual slowdown. In 2006, we started 
our first experiments with vocational skilling 
of youth. By the end of 2008. when the eco- 
nomic downturn threatened a 40 per cent cut in 
funding. we had mobilised close to 3.7 5.000 
uncompensated volunteers in as many villages. 

jut volunteers have limited skills and knowl- 
edge, cannot find time every day and often have 
other priorities. 

[n Bihar, as we tried to raise the level of 
education service delivery beyond simple 
"learning to read", we tried out a project of 
"shiksha ke badle mein shiksha" ("education in 
return for education"). A volunteer who taught 
children in his village for three months would get 
free digital literacy training. 

We are now scaling up this idea. Village 
vouth given vocational skilling teach children 
around them. The important thing is not to lose 
track of the core mission. To remain light and 





ready for change has to be the principle. © 
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Every little thing that the customer does is an inspiration for us. Be it our Data Storage Systems, Power Tools, Super em 
Critical Thermal Power Equipment or the futuristic Monorail. In India, Hitachi has been known as the trusted torch-bearer of g 
ecologically sound JAPANESE TECHNOLOGY for the last fifty years. Hitachi is a brand you trust. A brand that you continue to inspire. 
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“Expect shocks to occur . 
than be surprised by them 


The crisis has scarred businesses but the speedy economic recovery 
could easily blind them to the need to institutionalise the learnings. 








n the past few months. India has seen loreign different from the old normal (the "grow-grow" era). Yet. 
inflows of over $15 billion. valuations of manv the crisis has scarred businesses and owners, and some have 
companies are back to the pre-crisis levels and cap- emerged stronger than others. It lorced businesses to 
ital expenditure by companies has dramatically scrutinise decisions and confront tough challenges. Our 
increased. The confidence of executives is high and work with companies in India suggests this crunch 
many believe the new normal (after the crisis) is no situation established four imperatives among others: 
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Dealing with volatility 
The financial crisis reduced global capital flows from 
. nearly $10.5 trillion to $1.9 trillion in 2008. Foreign 


UN capital flows to India dropped to approximately $50 bil- 


lion in 2008 from over $75 billion in 2007. As the drop 
in the Sensex and Nifty showed, capital flows actually 
went into reverse as investors, companies, banks and 
other financial institutions sold foreign assets and took 
money back home. Such a rapid reversal had not been 
witnessed earlier. In November 2008, I was talking to a 
leading auto parts company and they said, “Our orders 
have fallen by 80 per cent. We've never seen anything like 
this before." In the next 4-5 months their orders were up 
by 60 per cent. 

_.. ‘This sharp tum of events has made businesses acutely 


Uu aware of the need to navigate uncertainty like never 


before. It heightened the need to be prepared to deal 
with inherent volatility, for example, continuous changes 
in monetary policy, emerging climate change related 
regulations, increased scrutiny from regulators and 
shareholders et al. 


Managing the Tu naing 
bubble a fid rationalising costs 
Easy access to capital since 2004, in particular low-cost 
foreign capital, led to hubristic decision-making. For in- 
stance, as businesses embarked on global acquisitions they 
relied excessively on debt as opposed to the right mix of 
debt and equity to finance them. Next, investments were 
made in projects that had poor or uncertain returns 
and in overvalued asset classes. As companies grew at 
over 30-40 per cent vear on year, the emphasis was 
on finding people, building capacities, and covering ad- 
ditional ground at breakneck speed, often at 
exorbitant costs so as not to miss the opportu- 
nity. For example, in the financial services 
sector, salaries rose dramatically. 


In the downtum 


they need to be exceptionally resilient. Resilience amounts 
to building more flexibility into contracts, creating new 
organisational muscle in areas like risk-reward 
management, talent management, capital expenditure 
management and procurement. More importantly, it 
is about bullet-proofing strategies by testing them under 
different scenarios. A leading infrastructure company, for 
instance, has decided to keep a cushion should revenues 
drop by 20 per cent or grow by over 20-25 per cent. The ; 
management is currently stress-testing their strategies for _ 
resilience and flexibility. In the pre-crash tim 
rarely encountered such foresight. But it's now f. ast 
becoming the norm rather than the exception. 


Bolstering corporate governance 
Soon after the meltdown governance issues came into v 
focus. At present, this issue is conspicuous in the various: E a 
debates underway on the true independence of “inde — 
pendent” directors, and on the soft aspects such as the... 
issues on which boards spend their time, how they — 
influence management through incentives, how they 
shape corporate culture and how they evaluate them- 
selves. The accent on establishing standards of probity and 
corporate governance in the country has not been higher 
in a very long time. For instance, since the crash a lead- 
ing natural resources company has begun focusing on 
these soft issues: It has systematically started growing its 
group of independent directors, revamping how the 
board interacts with the management and defining the 
role the board will play during critical decisions. 

Today. the real risk stems from the accelerated pace 
of recovery thanks ironically to India's strong funda- 
mentals. Companies are once again more than awash 

















T he re-emerging signs of hubris could 


However, when growth slowed, these swiftly shift the focus Of busi NESSES. . EIS 


quickly became a huge burden and companies 


had to make significant corrections through reckless decision-makir INC. 


layoffs, giving up of leases, cancelling contracts 

et al, and this has forced them to become more 

prudent with cash. The financial crisis of September 2008 
and the subsequent liquidity crunch compelled a real es- 
tate company to undertake hurried sales of many projects 
to simply raise the capital required to pay off debts. Aghast 
by this change in the cash climate, in the next 9 months the 
company cut costs by about 50 per cent to conserve cash. 


Becoming resilient and flexible 

In the new normal, companies should expect shocks to 
occur rather than be surprised by them; for instance, the 
Dubai debt crisis. To effectively manage such shocks 


with funds, especially foreign capital, and more recently 
consumer confidence has skyrocketed, The re-emerging 
signs of hubris could swiftly shift the focus of businesses 
from embedding the learnings into their management 
practices to reckless decision-making. If this does 
occur, it is likely to be dangerous for the health of com- 
panies in the medium to long term, when the complex- 
ion and avenues of growth will be different. The cham- 
pions will be those that deal with volatility, side-step 
the funding bubble, rationalise costs, are resilient and flex- 
ible and have bolstered governance practices. © 
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Services offered in India 


; Automotive Assistance 


} Accident Management 


i Extended Warranty Management 


Ú monni 


ASSISTANCE 


! Customer Contact Management 


i Claim Management 


i Travel Insurance Solutions 


After spending two complete years in 
researching the existing infrastructure and state 
of affairs, Mondial Assistance strategized to 
enter the Indian market with an Investment 
Model. it started its business operations in 
November 2007 and is the only assistance 


company to have invested heavily to ensure a 
global experience for its clients and their end 
customers by bringing in the state of the art tools 
and technology. These tools & technology enable 
Mondial to provide interactive, flexible, safe and 
quality services in any circumstance, real time. 





Automotive 


Assistance 


Thanks to the ever improving infrastructure and reliable technology, 
vehicle owners are increasingly taking the road to travel to their 
destinations. A bit of human error and some harsh environmental 
conditions, the best of technology could fail you at times. Throw in 
the possibility of a breakdown upcountry that too in the middle of 
the night and you have more than handful to deal with. In situations 
like these you call up your dealer or your insurance company, and if 
you are ‘lucky’, you would get help in form of some telephone 
numbers you can call for help. 

It is in situations like these that you wish that we had a reliable 
emergency roadside assistance service to bail you out... 

Since its launch, Mondial India has worked very closely with the 
Automotive and Insurance sector and has introduced a totally new 
level of experience for motorists in distress thereby allowing them a 
renewed confidence to take to their destinations by road... 

The result, many of the leading automotive manufacturers, 
leasing and insurance companies pose their trust in the 
capabilities of Mondial Assistance to deliver assistance to their end 
customers while representing the client's brand name. 

Over the last two years Mondial has been able to redefine the 
‘Assistance Industry" by creating new Value Propositions i.e. 
"Reliability" and "Professionalism". Mondial knew in order to deliver 
the same seamlessly, it needed a strong and reliable infrastructure 
and thus invested heavily in state of the art Value Delivery Systems 
like Hydraulically operated Flat Bed Trucks, Customer 
Service Vehicles, Rapid Response Vehicles and a 24x7x365 
assistance centre — all for the very first time in India. Further 
"Quality" and "Consistency of Service" being the mainstay of 
its business, Mondial handpicked key resources right from its top 
management level to assistance co-ordinators and technicians 
who deliver end services. Executive Development Programs at 





leading management schools for its management sti 
manufacturer led training for its service delivery team; M 
believes that continuous knowledge enhancement is the onl 
to keep pace with the dynamic market conditions. 


Way Forward... 

Keeping in mind the dynamic customer expectations, Mon 
now working on its next level of service delivery and re -cn 
new "Value Propositions" for its clients. Be it from giving 
inputs to its clients wrt their changing service level requireme: 
their end customer) to giving detailed reporting with regards t 
rates, faulty parts for automotive clients to working closely v 
Insurance clients in helping them reduce their loss rates, Mor 
using the vast amount of its end customer interface and d 
create meaningful information basis which its clients car 
management decisions to further enhance services for the 
customers and build healthier bottom lines. Mondial is thus rr 
from a "Specialis" Roadside Assistance company t 
"Assistance Company" by broad basing is approach and help 
clients know their products and customers better there-by cri 
more value for its clients, all while doing what it does the be 
“Assisting motorists in distress, anywhere... anytime...” 


Customer 


Contact Management 


In a short span of two years Mondial Assistance has estab 
itself as a 'one stop shop' for various customer engage 
activities. Maintaining a B2B focus, Mondial support its clier 
addressing touch points where the client may have minimal c 
and reporting the findings on a 'real time' basis. 

Mondial's CRM offering includes a bouquet of Voice and Non 
based activities tailored to the client's requirements in a m 
that help them attain varying business objectives that may inc 


alization of contact center activities to gain from 
zonomies of scale. 
aate customer delight through consistent & high quality 
vice round the clock. 
ain insights into customer expectations & service 
provement areas. 
ice Based Outbound Activities 
stomer Satisfaction Surveys: C Sat surveys (post sales / post 
rvice/ CSI) are carried out to capture customer experience at 
ous touch points of the business and the results are analyzed 
d shared with clients as meaningful insights. 
sicome Calls — Customers are called to familiarize them with 
ces associated with their purchase and to evaluate their 
ase experience. 


ice Based Inbound Activities 

24x7 Claim Intimation & Management: 
Mondial currently provides this service to 
leading insurance companies wherein it 
manages the entire gamut of activity, i.e. 
taking the first call of loss, to registering the 
claim in the client's database on a real time 
basis to ensuring recommendation & final 
settlement of the claim. 

24x7 Customer Service Hotline: Mondial has 
the expertise in creating value for the client's 
business by operating a one stop service 
hotline to address customer queries. 
Complaint Resolution Center: Mondial 
provides its expertise to leading automotive 
companies in resolving customer complaints. 
This involves liasoning with client's internal 
departments and dealers and ensuring appropriate 
customer and reporting findings to senior management. 


IL IC 


on Voice Based Activities 

.Live Chats: Mondial operates web chat facility on the 
customer's website to address queries from existing & 
prospective customers and support lead generation. 

.Data Cleansing: Mondial has developed logics & queries that 
allow identification of unique customers and highlight 
incorrect / missing information. Further, calling can be done 
onthe data to ensure completeness and accuracy. 


inderlying assumption for all these activities is the output of 
mized reports that allow client's to benchmark their products 
ices and allow immediate action. Reports include rankings, 
yarisons, identification of key improvement areas, data 
incy analysis, etc. 


ravel 


sistance 
ravel expertise: 50 years old and going strong 


lial Assistance Group has over 50 years experience in 
ning flexible, customized travel insurance solutions for 
wate clients and their customers. Our extensive knowledge 
dur expertise in anticipating customers’ evolving needs for 


Building customer loyalty is a 
Structured. continual process: 
not a one off achievement. 





solutions which provide greater flexibility and safety, as well as 
offers which include weather forecasts, travel and health warnings, 
and restaurant and touring reservations, has greatly contributed to 
achieving and maintaining our leadership status. 


The only travel solution you'll ever need 

In close partnership with travel agents, brokers, tour operators and 
online travel partners, Mondial Assistance Group is the leading 
designer and provider of customized travel insurance solutions. 
Our business units throughout the world have applied their 
expertise and developed a wide range of simple, ‘traveler friendly’ 
products that respond to the changing needs of corporate clients 
and their customers. Travel insurance protection from luggage loss 
or theft, repatriation due to illness, reimbursed fares for missed 
travel due to unforeseen events and vehicle repair in case of 
breakdown while traveling are among just a 
few of our specialized travel insurance 
solutions. 


Travel insurance coverage you can 

count on 

- All of Mondial's travel insurance and 
assistance solutions are designed and 
developed internally by special teams 
dedicated to managing medical and 
assistance service cases. This enables 
continual quality and product 
improvement, according to how 
markets and customer demands 
evolve. 

- We represent more than half a century 
of high performance expertise in 
emergency aid and assistance, claims administration, and 
client and customer services. 

- We ensure 24-hour-a-day 7 days a week multi-lingual 
assistance by specialists with confirmed medical and travel 
knowledge. 

- We rely on over 400,000 quality certified service providers 
throughout the world, and the support of 180 international 
correspondents 


"Travel" in India 

In India, Mondial Assistance will be launching its Travel business 
soon. Current plans include offering the Mondial expertise through 
both B2B and B2C channels. The focus is on innovative 
distribution channels including e-commerce with online partners 
and looks forward to extending Mondial's service excellence to the 
Indian consumers. 





O monpa 


Mondial Services (India) Pvt. Ltd. 
21st Floor, DLF Square, DLF City, Phase Il, M-Block, 
Jacaranda Marg, Gurgaon - 122002 
Email - contact@mondial-assistance.in 
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ARVIND VIRMANI 


60. Executive Director. IMF (Chief Economic Advisor till November 2009) 


Government had to 
step up its demand 





Images.cotm 


The downturn affected the government as much as India Inc. The outgoing 
advisor to the Government of India details its impact and its lessons. 


illerent government departments would istrator and correspondingly the lessons learnt. I, as 
have learnt different lessons depending on an individual economist, have learnt four main 
the way they were affected by the down- lessons during the period relevant for the Finance 
turn. Within the same department, the Ministry— January 2007 to December 2009. 

perspective of an economic advisor would There were not one but three related consecutive 
be very different from that of an admin- events that weave into this downturn. So, the first 
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What I learnt 


In the downturn 


lesson was in managing multiple, diverse shocks. The first 
event was the surge in capital flows (mainly portfolio and 
direct investment inflows into the country) to 9 per 
cent of the cpp during 2007-08, much of it in January- 
March 2008. Inflows had fluctuated, since they were al- 
lowed in 1991, with the peaks steadily rising—1 per cent, 
3 per cent, 5 per cent and 7 per cent of cpp. So the lesson 
was in handling fast and large inflows. It reinforced 
our broad approach of using quantitative measures 
(such as tightening norms for 

external commercial borrowings) Any 
to handle the immediate problem Pa 
and supplementing them with 
market-based measures (e.g., 
auction of the right to borrow), over 
the medium term. {The auction 
mechanism takes care of the 
problem of “negative externalities” 
in financial markets ("macro- 
prudential" regulation). Thirty years 
ago when I wrote a monograph on 
"The Nature of Credit Markets in 


COMP 


rapid p 


Developing Markets," I did not recog- pepe m 
nise how important these could be!} "eue ° Uc Kil (] QO 
The second event was the global cone OF Oro wih 


bubble of commodity prices. It came 

to us in the form of global cost-push 

inflation (inflation caused by higher cost rather than 
higher demand) in March 2008. By June 2008, it had 
hit us severely. Analysis showed that just three sets of 
commodities—edible oils, steel and petroleum and their 
related products—had contributed to 66 per cent of 
the overall inflation. This was a new type of supply- 
side inflation. We were familiar with the domestic agri- 
culture-or-monsoon-related variety. Again, an old les- 
son was reinforced: To manage the inflation created 
by shortage of agriculture produce we adjust its imports 
and exports with quantitative decontrol and market 
prices through tariffs and export duties. Another lesson 
was that we need a medium-term framework for 
managing trade in agriculture, as the multi-layered 
decision-making government system, is time consum- 
ing. So we had suggested a band system in which the 
exports duties and import tariffs are adjusted based on 
relative foreign and domestic prices. 

The surge in capital inflows as well as the commodity- 
driven cost-push inflation created challenges for mon- 
etary policy, too. In the first case, there was issue of 
monetisation of inflows (The Reserve Bank of India, or 
RBI, having to release rupees in response to incoming 


dollars). This impacts inflation and interest rates asit 


raises the quantity of rupees in the economy. Then, both 
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forex: aug 
and interest toy ma 


The Spi ike ir | 
y prices again 
‘the need to 
modify trade management. 


e showed 


these developments affect market expectations, which 
in turn impacts inflation. The market was slow in 
correctly interpreting the nature of the two shocks 
which affected its expectations. As Chief Economic 
Advisor, I had to take the liberty to communicate the 
nature and policy implications of the unprecedented 
crisis to the markets, though the Finance Minister was 

conventionally the sole spokesperson. 
That brings us to the third lesson which relates to the 
onset of global financial crisis. The cri- 


cedent i od sis meant that we had to take a quick 
had ea a m | U-turn from tightening to loosening 
hance r of the monetary and fiscal policy. 
E The unexpected and unprecedented 
nage eme nt credit squeeze on non-crises countries 
i glob hal complicated monetary management. 


The lesson was to strengthen 
emergency response processes. 

Given the unprecedented decline 
in private demand, both direct (e.g., 
: ! exports) and indirect (e.g., private 
investment), we were clear that this 
had to be offset by an increase in 
government demand. This could 
only be done by allowing the fiscal 
deficit to stay high in 2008-09 and 
keep it so during 2009-10. On the 
fiscal side, the government as a whole responded fairly 
well and faster than the markets. Yet, markets remained 
suspicious that this was an excuse for losing control of 
our fiscal situation. All our formal communications 
emphasised that once the impact of the global 
crisis has been dealt with, fiscal prudence would return. 

There is (in my mind) no change in the cpp growth 
forecast of 6.25 -7.75 per cent in 2009-10, given in the 
Economic Survey (the first time ever). The latest 
quarterly growth numbers (7.9 per cent) are in line with 
the forecast. I had also said in October 2009, that I 
personally expected growth next year to be 8 per cent- 
plus and to return to the long-term growth rate of 8.5 
to 9 per cent (analysed in my book Sudoku of India's 
Growth) in 2011-12. 

Though I do not know what individual colleagues, 
such as the secretaries of various departments in the 
Ministry of Finance have taken from this, senior officers 
in the Department of Economic Affairs have a broadly 
similar perspective. As the system for integration and 
institutionalisation is not very strong, some of these 
lessons may possibly atrophy with the normal turnover 
of officers. They will likely have greater longevity in 
the rBi, where these processes are better. © 
As told to Puja Mehra 


Global meltdown forced 
jolicy reversals 
N/ernmetn tthe 


BT EVENT 


BT-HONDA PRO-AM CHAMPIONS 2010 


Golf & Math at the Tolly 


The BT Pro-Am of Champions round in Kolkata was a day of ties, 
but some extra math bailed out the winners. 


he first team had teed off at 7.36 

a.m., but the turnout was so good 

that by the time the last plavers 
came in, at 3 p.m., it was late after- 
noon and the early birds had finished 
their game and some had gone home. 
After all, unlike last year’s Br event, this 
one was on a relaxed weekend 
(Saturday, December 1 2). 

The organisers had to race against 
the winter sun to figure out the totals, 
what with ties for almost every 
spot—the runner-up. the winning 
team, and even the individual 
winners. Some math and the special 
rules helped. 


" 
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Abhijit Roy, Head, Corporate Planning, ITC; part of the winning team 


Govind S. Atwal, Director, G. S. Atwal & Co.; part of the winning team 


When the organisers read out the 
names of the winning team's mem- 
bers, they were not to be seen. So, the 
runners-up team hogged the cam- 
eras and the applause. 

Govind S. Atwal, a member of the 
winning team, told sr: "The course 
is good... the greens are superb. The 
competition was good." Govind, listed 
as a Director of G.S. Atwal & Co, is 
from a golfing family, his brother 
being Arjun Atwal, the first Indian 
to become a member of the us-based 
PGA Tour. 

Other members of the winning 
team were Nikhil Poddar, Director, 





NE oe 


mo 


E 


B.K. Dey, Advisor, Pow 


Nikhil Poddar, Director, Poddar Udyog; part of the winning team 


Poddar Udyog; B.K. Dey, Advisor, 
PowerMax; Abhijit Roy, Head of 
Corporate Planning, rrc. 

But Aditya Khaitan, Managing 
Director of McLeod Russel, was some- 
what sore at being in the runners-up. 
He was heard telling a senior club 
official that the grass had been cut 
too short and the course was listless. 

The other members of the run- 
ners-up team were Ranvir Bhandari, 
Area Manager (East), rrc Hotels, and 
GM, rrc Sonar; Rajesh Poddar of Payal 
Management; and Madan Taneja of 
Rawmet Commodities. 

Bhandari, an avid golfer, said it 


erMax, teeing off; part of the winning team 
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Anant Bajoria (L) , Director, Marshall Sons, 
receiving the prize from Sanjay Periwal (R), 
Regional Head (East), Religare. He is the 

individual winner in 9-16 Handicap category 








Ranvir Bhandari, Area Manager (East), ITC 
Hotels, receiving his prizes from Bidani. 
He is part of the runners-up team 
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Pawan Ghai of Svelte Advertising receiving 
his prizes from Periwal. He is the individual 
winner in 0-8 Handicap category 





Rajesh Poddar, Director, Payal Management. 
He is part of the runners-up team 
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Aditya Khaitan (L), Managing Director, 
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McLeod Russel India, receiving prizes from 
Anuj Bidani, National Sales Head, Venetian. 
He is part of the runners-up team 


was a perfect day for golf and the BT 


event—"one of the more popular tour- 
naments here"—was very well at- 
tended, with all the top golfers present. 

"What happened was that the 
front nine wasn't too good, but on 
the back nine I improved consider- 
ably... I was able to read the greens on 
the back nine much better," he said, 
commenting on his performance. 

The prizes were given away by 
Anuj Bidani, National Sales Head, 
The Venetian Macau Resort. 

The winning team and runners- 
up had tied with scores of 93 each, so 
the score of the 4th member of each 
team was then taken into account to 
decide the winner. 

The winners in the Team cate- 
gory get to go to The Venetian Macau 
for a 3-day, 2-night stay and a cele- 
bratory round of golfin April 2010. 

The winner in the 17-24 Handicap 
category was Sharad Jhawar of Usha 
Carriers, with 32 points; in the 9-16 
category, Anant Bajoria of Marshall 
Sons with 39 points, and in the cate- 
gory 0-8, Pawan Ghai of Svelte 
Advertising with 40 points. 

There had been a tie here also 
between Ghai and Sudeep Chitlangia, 
Managing Director, Madhya Bharat 
Papers. The score on the back 9 was 
taken into consideration and Ghai 
emerged the winner. 

Among other participants were 
K.N. Desai, Vice President, Tata Tea: 
Joydeep Datta Gupta, Executive 








Madan M. Taneja, Consultant, Rawmet 
Commodities, receiving his prizes from 
Bidani. He is part of the 

runners-up team 


Director, Deloitte & Touche Consulting 
India; Deepak Tandon, President, Birla 
Tyres; B.K. Jhawar, Chairman, Usha 
Martin: Suvamoy Saha, Director, 
Eveready Industries India; Aditya 
Agarwal, Director, Emami Group of 
Companies; Deepak Srivastava, CEO, 
Bharti Airtel, Kolkata, West Bengal & 
Orissa; C.S. Bedi, Executive Director, 
Rossell Tea; and B.L. Raina, Managing 
Director, The Tinplate Co. of India. 

Vipul Hoon, GM (Marketing), 
Business Today Group, thanked the 
participants for their patience. He 
also thanked Honda, the co-title part- 
ners, associate sponsors rrc Hotels 
and Religare, Urban 18, Teacher's, 
Venetian Macau, Cleveland and 
Golf Digest. 

The sr-Honda Pro-Am of 
Champions 2010, India’s only stand- 
alone Pro-Am golf event, celebrated 
its 15" anniversary this year. The 
BT Pro-Am of Champions, which 
began in 1995, has established itself 
as the premier Pro-Am in the country. 

The golf championship is pro- 
moted by Business Today, part of The 
India Today Group, and Honda Siel 
Cars India in association with rrc 
Welcomgroup Hotels, Religare 
Services, Ethos Summit, The Venetian 
Macao, Cleveland Golf, Urban 18 and 
Teacher's. The official magazine for 
the event is Golf Digest India. 

The next event is on January 23 
at The Willingdon Sports Club. 
Mumbai. (9 
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We are looking for CEO' s / Leadership Talent 


=] CEMENT / AUTO/ METAL Industry 


Prior experience in similar role with value driven organisation is a must, Engineer + MBA, below 52 vears preferred. 
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Must have already been in that position, XLRI /TISS, Global Exposure, below 48 years preferred è 
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‘Over the last uo years, 
Shri Mahila Udyog Lijjat Papad * 
has grown from a tiny her M 
self-help group with Gandhian " 
values to a Rs 300-crore company 
that employs over 40,000 of | oo 
India's rural female population. | 
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CAREERS 


“CAT Failed Us" 


The first computer- based common admission test (CAT) 
was anything but smooth. BT presents first-person 
accounts of two students who sat for CAT 2009. 


Fate 'hangs' in balance 
November 29, 2009 


F ew hours prior to the exam, my anxiety had 
increased as the first day of cAT exam had turned out 
to be a fiasco. Servers had crashed and there were 
technical glitches galore. 

My centre was an engineering college at Faridabad in 
Haryana. The exam was to start at 3.30 p.m. and the 
candidates were asked to report two hours before that, 
allowing time for security and biometric checks. Full of 
apprehensions, I reached the centre before 1 p.m. 

Once inside the lab (it was a big lab and could easily 
accommodate 50 candidates) a few minutes prior to the 
exam, we were allowed to take a tutorial. When I started 
to take this tutorial, my computer hung. I got nervous and 
sought help from four invigilators in my lab who 
assured me everything will be taken care of in 5-10 
minutes. A couple of minutes later, another girl in the lab 
complained of a computer malfunction. 

More time passed, but I only got assurances. No 
body came to check my computer. When others started 
to write their exam, I panicked and frantically sought 
help from invigilators. An engineer finally came and it 
took him, believe it or not, 30 minutes and 15 seconds 
to start the exam for me. The exam itself was not a 
problem; I had taken an infinite number of mock tests. 
But my anxiety levels were too high by this time. I got 
full 135 minutes to complete my exam, but my concen- 
tration was lost. I could attempt only 40 questions of 
the total 60. I was also nervous all through the exam 
about any further glitches. Had the system been 
smoother, I would have at least completed my exam. 

BHARAT MALIK, DELHI 
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A nonstarter 


November 30, 2009 
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|' was the third day of car 2009 and the sole issue 
rankling me was—will it be a smooth run. TV chan | 
nels and newspapers in the last two days had reported 

numerous glitches across CAT centres. My centre was 


Apeejay School in Dwarka, Delhi, and the exam slot 10 
a.m.-12.30 p.m. After security and biometric checks, | 
took my seat in the exam lab by 8.30 a.m. Things 
would not start for another one-and-a-half hours. 

A little before 1O a.m., all the candidates were 
asked to start computers, but to our horror, some 
computers in the lab, including mine, would not start 
We were asked to shut down the computers; it seems 
there was too much load on the server. It would take 
some time to restart computers, we were told. By now. 
all the candidates in our lab were asked to shut their 
computers. One-and-a-half hours later, we were told 
that the exam would not take place in our lab. When 
asked, an engineer said something about system 
overload. The invigilator told us we would get a call 
in a day or two about the new centre and new date. 

To my shock, on the same day at 8 p.m., I got a 
message that said my exam was slotted the very next 
day at IN] Business School in Greater Noida. I could still 
manage as I stay in Rajendra Nagar in Delhi, but there 
were students who had come from as far as Varanasi 
and had probably gone back. 

The next day at Greater Noida was uneventful. 
Some Pc malfunctioned, but no major problems were 
encountered. I was relieved at being able to finally 
write my exam, which itself wasn't too difficult 
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Pitney Bowes MapInfo 

Director, Software Support 

Location: Noida 

Job ID: 7642990 

Description: Lead software and customer- 
oriented software support team across lines of 
business. 


IPsoft India Pvt Ltd 

Head-Database Management(Oracle DBA) 
Location: Bangalore 

Job ID: 5239322 

Description: He/She must have profound 
knowledge in Oracle DBA in production 
support environment; strong english verbal 
and written comm. skills; proven leadership 
skills. 


Robert Bosch Engineering and Business 
Solutions Limited 

Department Head - Training and 
Development 

Location: Bangalore 

Job ID: 7666029 

Description: Applicant must have relevant 
work exp in training, OD & change 
management interventions. Exp in handling or 
heading training department with MNC. 


Capgemini 

SAP FICO - Certified Consultant 

Location: Pune 

Job ID: 6717162 

Description: Aspirant must have 10 yrs of 
SAP FICO exp. Earlier domain exp in 
investment banking/ brokerage house/ money 
markets would be preferred. 
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CMS Info Systems Pvt Ltd 

Branch Head 

Location: Chennai 

Job ID: 7467564 

Description: Exposure into: sale: 
marketing, business development, p 
centre/ project/ key account managerr 
techno-commercial operations with rep 


organization. 


Infotech Enterprises Limited 


| Head: Quality 

| Location: Hyderabad 

| Job ID: 7666239 

| Description: Understanding of the Qu 
| methodologies, tools, process improverr 
. quality improvement methodologies 


CMMi, Six Sigma, ISO 9001, PCMM, BS 77 


SAP India 
Project Manager 
Location: Mumbai 


| Job ID: 7274634 


| 


>> Type the Job ID in the "Search Jobs” box 


Description: Accountable for managing ! 
projects or programs within defined t 
quality, and cost constraints; promote the a 
of proposal and statement of work docume 


Web Development Company 

Vice President H.R. 

Location: Kolkata 

Job ID: 7589303 

Description: Over 10 yrs exp in HR, ` 
strong leadership qualities and exp in mana: 
highly skilled work force,(exp in I.T. / Ban 
/ Telecom sector preferred) 


>> And click the "Go" butt 


Find the right job o 


*Basis ali registered connections til! date. Conditions Apply. The jobs / profiles presented in the monster jo 
be responsible for disputes arising out of the customer availing any service of monster com through job ac 











IT Jobs brought to you by monster.com 


/| IPsoft India Pvt Ltd 
Senior Oracle DBA (Oracle Streams /RAC) 


i iy ~ Location: Bangalore 
SOFT | JobID:5239373 


Description: Required exp in Production 
Support. Streams/RAC, Data Guard. RMAN. 

~~~ Exp in US is a Plus. Nice to have exp in MySQL 
/SQL Server 2005/DB2. 


Capgemini 

Interaction Designer - Senior Consultant 

| Location: Mumbai, Pune 

i» Capgemini | Job TD: 7164629 

eme reum | eseri RUM iss uk 

| masters/bachelors degree in Design, HCI, 

— —————- Graphics and Architecture; exp within MS 

| Office, PhotoShop, MS Visio, Flash, 

i Dreamweaver. 


E —— ——— 


Real Soft Inc. 
Cisco Voice Portal Professionals 
Location: Bangalore 


m" Job ID: 7283449 
| ; Description: Candidate must have CVP 3.X 


and exp. with development and support of 
voice comm systems, develop Cisco CVP 
Speech applications using 
Audium/Java/ Oracle. 


TATA Consultancy Services Ltd. 


| Software Engineer/ Programmer 
| hid Location: Mumbai 
OFA CONSULTANCY SERVICES Job ID: 7708064 

| Description: Programmer must have 
minimum 2 years of exp in SAP; Minimum 1 
lifecycle implementation. 
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Oracle 

Performance Tuning Specialist 

Location: Hyderabad 

Job ID: 7686208 

Description: Looking for Development 
DBAs having good exp in Performance 
Tuning. Should be good in Pl/Sql 
developoment. 


McAfee Software India Pvt Ltd. 

Software QA Engineer 

Location: Bangalore 

Job ID: 7711588 

Description: Certified Microsoft Exchange 
2007 Administrator with good knowledge 
about windows domain and active directory; 
networking skills; understanding of QA 
processes and concepts. 


Saksoft Ltd 

Informatica Leads 

Location: Mumbai 

Job ID: 7643334 

Description: Job holders must have 
Informatica development exp; ability to direct 
the project as per set SLA's; Taking the 
responsibility of the teams deliverables will be 
a key role. 


Steria (India) Limited 

Abinitio Developers 

Location: Pune 

Job ID: 7224617 

Description: Applicants must have good 
working knowledge of abinitio Architecture. 
Good Unix skills with a good background of 
Java/Oracle. Preferred - Mainframe/Unix 
knowledge. 


Beo AEN 6) ae. Ar d click the t 
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NOUS rem 


CMS Info Systems Pvt Ltd 

Area Sales Manager 

Location: Mumbai 

Job ID: 7467583 

Description: Candidate must have experience 
in service sales and client relationship 
management; technical knowledge to have 


techno-commercial discussions with 
customers. 
Cambridge Solutions Ltd 


Sales Manager 

Location: Mumbai 

Job ID: 7726752 

Description: Key functions: Lead Generation; 
Prospecting; Approach; Negotiation; Closure; 
Collections. 


INDIABULLS 

Sales Manager 

Location: Vijayawada 

Job ID: 7713241 

Description: Required a sales manager with 
home loan or LAP(loan against property), 
working as a Team leader/Relationship 
Manager with any financial institution in home 
loans and LAP. 


Nous Infosystems Pvt. Ltd. 

Business Development Manager 

Location: Bangalore 

Job ID: 5388663 

Description: Required 2+ years of hardcore 
software services sales in the UK market. He 
should be an Engineering Graduate with MBA 
in Marketing or International Business. 


To apply for above jobs logon to www.monster.com >> 





Honeywell Automation 


Sales Engineer / Asst Sales Manager 
Location: Gurgaon 


yWCT | Job ID: 7489559 


Description: Responsible for sales of servi 


contracts 
generation and 





for O& 


M services; prospe 
market development; clie 


interaction; managing key accounts. 


Job ID: 7652461 
| Description: 





Tata Teleservices Limited 
Assistant Manager-Sales 
Location: Panipat 


Tasks: Deliver mont! 


acquisition targets thru retail development 
channel expansion; Revenue enhanceme 


Ensure proper visibility at the retail counters 


| SIEMENS 


Job ID: 7566273 


SIEMENS | 


Baroda PLC; 
Ec — — compliance with 


Sr. Executive - Sales / Marketing 
Location: Baroda 


Description: Tasks: Marketing support 


Order execution; Ens 
the PG/S quality systems : 


develop new ISO quality procedures; MIS. 


e 


KPIT Cummins 


Location: Pune 





\ KPIT Cummins Infosystems Ltd. 
Associate Manager Marketing 


Job ID: 7522704 
Description: The candidate will be work 
with practice Managers to help resea 


— - benchmark, scope, validate offerings, and ! 


define long term 


>the Job ID in the "Search Jobs Dox >> 
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ACS 

Sr. Accounting Assistant 
Location: Bangalore 
Job ID: 7711614 


| Description: Person must have strong 


knowledge of Customs, STPI compliance 
formalites; Adequate knowledge of fixed asset 
accounting and calculation of depreciation. 


^ Oracle 
| Senior Financial Analyst 


Location: Bangalore 

Job ID: 7666412 

Description: Duties: Management reporting 
on a weekly monthly & quarterly basis; 
Expense forecasting Variance Analysis — 
actuals v/s forecast v/s budget; Annual 
Budgeting. 


Deloitte 
Audit Assistant 
Location: Mumbai 


| Job ID: 7713859 


Description: Looking commerce graduates 
audit professionals to join our growing client 
service teams as a Audit Assistant in delivering 
exceptional service to our quality clients. 


Genpact India 
Process Developer (Finance & Accounting) 


| Location: Jaipur 


Job ID: 6792636 


| Description: Duties: Audit of loan/lease 


documents; interaction with senior mgmt at 
client end; preparing of invoices & client 
statements, manage access database; forecast 


TATA 


TATA PROJECTS LIMITED 
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TATA Projects Ltd 
Internal Auditor 
Location: Hyderabad 

Job ID: 7030425 

Description: Will be part of a team 
conducting internal audit, review financial and 
/ or Mgmt Systems & Procedures, Internal 
Controls, maintain working relationship with 
auditors. 





Syntel Inc 

Fresher 

Location: Pune 

Job ID: 7712467 

Description: Looking for B.Com / M.Com / 
BBA / B.M.S graduates with AMFI/ NCFM 
Certification (Additional)/ B.A(economics) ; 
must have strong accounts and financc 


knowledge. 


Honeywell Automation 
Working Capital Lead 
Location: Pune 


| Job ID: 7602155 











Description: MBA with 5+ yrs exp in finance, 
managing external customer relationships; 
Knowledge in working with database 
applications; SAP; and more. 


AXA Group Solutions Pvt Ltd 

Financial/ Business Analyst 

Location: Bangalore 

Job ID: 7692847 

Description: Good understanding of 
financial statement analysis, fixed income; 


| Basic SQL query writing skills for database 


interrogation; VBA and Excel programming 
skills. 


For the fastest, easiest and most 
economical way to get to the 
perfect resume, call us or email 
at sales@monsterindia.com. 
We'll get you 
the right candidate, 
no matter what. 


monstercom 





NEWSMAKERS 


As 2009 passes on, BTtakes a look 
at newsmakers of the coming year. 


IN 2010's HOT SEAT 


PRANAB MUKHERJEE 
Fixing a leaky fisc, financing social spends, timing right the 
stimulus pullback... The Finance Minister will have his plate full. 





CHIEF JUSTICE K.G. BALAKRISHNAN 
A Bench he leads has to resolve what Kokilaben couldn't-which 
Ambani brother wins natural gas. Before he retires on May 12. 







KEKI MISTRY 
The new CEO at HDFC has his task cut out: Capture growth in an 
aggressive rate war as home buyers return to the market. | 


NANDAN NILEKANI 
The ex-Infosys CEO's mandate is simple: Get each Indian a 
unique ID starting 2010. Not an easy task. Will Nilekani deliver? 


SURESH KALMADI 
Entrusted with readying Delhi for the October 2010 
Commonwealth Games, he spent much of 2009 
squabbling. So much that the Prime Minister took charge. 


RATAN TATA 

First, the world's cheapest car Nano and now, a water 

purifier "Tata Swach” priced under Rs 1,000. Clearly, a | 
businessman with his finger on the pulse of the masses. 
Colors, a late entrant among some 75 entertainment channels, 


beat STAR Plus to #1 in ratings. Just 9 months into the game. 


ANAND MAHINDRA 
He has firmly put his scandal-scarred buy (now Mahindra 
Satyam) back on track. In 2010, he better keep an eye on new CO O r 


challenges. Like, pricey class action lawsuits in the US. 





Do the new. Tata DoCoMo lived up to its tagline and surprised 
a e ^ MO rivals with its per second billing ploy, triggering a bloody pricing 
war in telecom. Whew, the new! 
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Way too comfortable. ' meggi | GU uc 18 








Volkswagen. Das Auto. 








The Volkswagen Passat. 


It just envelops you in comfort. Its 6-speed automatic DSG gearbox anticipates your moves. Its headlights 
turn before you do. It offers separate ‘His’ and ‘Hers’ climate zones. Its 12-way adjustable seats remembe! 
how you sit, and even slide back to let you slide in behind the Reach-and-Rake adjustable steering whee! 


You can almost hear it whisper, "Would that be all, Sir?” German engineering. Overwhelming Comfort. 





"Terms and conditions apply. Accessories shown and features listed may not be part of standard equipment 


Volkswagen India Assistance: 24x7. Anytime. Anywhere. Toll-free: 18001020909, 18002090909. 


balon bleu de (Catier 


White gold 44 mm case and bracelet. Manufacture 
chronograph self-winding mechanical movement, Cartier 
calibre 8101 (33 jewels, 28'800 vibrations per hour), 
date aperture at 9 o'clock. Blue sapphire cabochon set 
on a fluted and white gold crown. Silvered guilloché dial. 
Rounded scratchproof sapphire crystal. 


Cartier Boutique in NEW DELHI: Emporio Mall, Vasant Kunj - Tel: 011 467 88888 
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Next is what? 


SAMSUNG mobile 


Exclusively available at: The Giorgio Armani Boutique, Jumbo Electronics, The Mobile Store - 60006363, HotSpot 
Croma - 022 61406363, Univercell and Reliance Digital 
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From the Editor 


ost of us work long hours. Exactly how long? 

Here's one calculation: An average working 

person spends 87,500 hours or 3,646 days or 
10 years of his life in office. If only waking hours were to 
be considered, office will occupy an even more predomi- 
nant part of our existence. Given this fact, how much 
importance do we give to the kind of organisation we 
work for? How much and how well is the organisation's 
culture shaping our professional and personal life? 

Most people don't really think beyond salary and current job profile in 
deciding which company to work for. Once every year, Business Today att- 
empts to make you think better in choosing your employer (and we've been 
doing so for the past eight years). Of course, we also tell companies how to 
make themselves a beehive of the best hands and minds in the country. Our 
9th annual "Best Companies to Work For" study is a continuation of that 
effort. This year, our study is vastly revised, reshaped, expanded and 
improved. The rationale for revamping the methodology is explained on 
pages 34 and 74. You will find the following "new" in this year's package: 
ii Coverage of many more employers than ever before—over 1,000 small 
and big companies included in the survey universe. 

@ That yielded us 25 top employers this year—up from 10 till last year, 

ii Some of India's biggest employers and companies (including Psus) enter 
our rankings, making it much more useful for our readers. 

@ For the first time, we also found sector specific "best employers", though 
only for six sectors to start with. 

@ We reached out to employees directly, without involving their 
companies—as was the case till last year. 

Bi In addition to current employees, we also reached out to former and 
future (potential hires) employees. 

A company’s attractiveness now depends not only on what people work- 
ing in its sector of operation think 
of it, but also on what employees in 
other sectors and professions think 
of it. This is particularly relevant 
now, with companies beginning to 
hire executives from sectors vastly 
different from their own. 

We believe this year's survey is 
not only more comprehensive, it is 
also more relevant. It now truly 
brings out the HR equity of the companies rated. We intend to improve the 
methodology further next year. Given the bountiful data at our disposal, we 
aren't sure if even the 45-page cover package does complete justice to the 
study, but we will be happy to address your questions on further details— 
or doubts. Just reach out to us through e-mail, web or good old India Post. 


Mika Sow 


ROHIT SARAN 





P.S.: The calculations for time spent in office assume the following—10 hours a day in 
office, 250 working days a year, 35 years of working life. Of course, many people work 
way beyond 10 hours a day. 
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The Carousing's Just Begun 


Innovative Banking 


For years our automobile industry did not have much to India's Best Banks (BT cover, December 
offer in the way of fresh air (Watch Out For Volkswagen, 13) shows that banks need to innovate, 


BT Cover, Jan. 24). But now, India's fast- whirring economic 
engine is proving to be the lightening rod for car makers from 


develop differentiated business models 
and enhance their service platforms if 
they want to grow. Saransh, Delhi 


around the world as they go about turning the country into a 
crowded corner of the automotive universe. vineet Achyut, Delhi Top CEO Mukesh Ambani 


Hot Rods and Wheels 


With car sales sagging everywhere 
except in China and India, car makers 
are jousting to gain traction in these two 
markets. In recent years, global auto giants 
have charged into India with all guns 
blazing, launching ever new and zippier 
models to lure customers. As a result, 
India has become a buyer's market with 
car lovers spoilt for choice. But as the 
propensity to burn more rubber catches 
on, a word of caution would be in order. 
While we may be justified in looking to get 
the most car for our money, as responsible 
citizens, we must also ensure that our 
actions do not increase the carbon inten- 
sity of our economy. Alok Rai, Chennai 


Auto Hub India 


Cratering new car sales in America and 
Europe is prompting car makers to bring 
their most advanced products to the table in 
India, where sales numbers are turning 
more stellar by the day. Global auto giants, 
lured by the promise of the Indian car mar- 
ket, are busy lining up and launching brand 
new models that's sure to quicken the pulse 























It's a proud moment for India Inc. that one 
ofits own has been ranked among top five 
best-performing caps in the world by Harvard 
| woth 4 Business Review (The Best Performing CEOS, Br, 
(business re di AY] Jan. 24). One of the reasons why the best 

CEOS outperform others is their willingness 
to keep an open mind and learn from real life 
experience. I recall what Mukesh Ambani 
said about the lessons he picked while 
spending his formative years in Mumbai. "I 
am a Mumbai boy. On its streets, I learnt to 
stand up for myself. On its road-side stalls, 
I learnt to bargain. In its commercial centres, 
I learnt business. In its cinemas, I learnt 
to dream," he said. J.S. Broca, Delhi 


ofthe Indian customer. Pranjal, Delhi 

When Big is Beautiful Lomi: ——— 

Such is the tarnished coinage of political debate in the country that giving | ph: ll in BT 

in to the demand for Telangana is bound to open the floodgates to separatist | >Suggest story ideas 

demands from other regions regardless of the economic merits (Divide & . DShare your experience as consumer or SME 
Grow, Br, Jan. 24). I am sure many will concur that an increase in the num- ' DSee what others have to say on our stories | 
ber of states would put greater strain on the nation’s federal structure and | On scrapbook at www.businesstoday.in | 


lead to centre-state relations fraying further. 





Mahesh Kumar. Delhi V —— ántá— -- J 
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A smarter grid. 


TOGETHER FREE TUUN 


We don't believe more power plants are the only answer to India's energy problems 
We believe smart grids are. Better management of electricity helps to minimise 


wastage, reduce emissions and power the economy. 


Capgemini's Advanced Metering Infrastructure - a solution that helped one of Canada: 
largest electricity suppliers considerably reduce the supply demand gap. Helping the 
company to charge differential rates for off-peak hours and encouraging consumers 
to shift usage patterns. The result: A reduction in provincial demand by more than 
tive percent 


Our expertise in the smart grid is an outcome of over 40 years of innovative thinking 


A people-powered company that believes in high-value intellectual services, we bring 
global expertise to the Indian business scenario at a market-friendly value Our 10 
years in India have seen us grow into a dynamic organisation that is 21,000 strong with 
a growing client list eager to draw on our international expenence 


To know more about what we can do for you, visit www.in.capgemini.com 


Capgemini offers technology, consulting and outsourcing solutions across 
Government & Public Sectors, Manufacturing, Retail & Distribution, Energy & 
Utilities and Financial Services. 


ENERGIES 
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34 Best Companies to Work For 


© At the Top, By a Mile 
The Infosys brand strongly resonates 
in the Indian job market. Making it 
echo globally is the next milestone 
for the company. 


50 New Age Rocket Scientists 
Within five years of setting foot in 
India, Google is the second most 
sought-after workplace here. Yawn... 


24. Nurturing an Army 

The career of each of rcs’ 1.25 lakh 
employees is monitored closely to 
ensure job rotation, exposure and 
development of skills. Phew! 


26 Stay Local, Work Global 
Suffering from job-hoppers' 
syndrome? Join mM. After you 
sample the freedom, it will be 
tough to work anywhere else. 


50 Innovation Factory 

Microsoft has slipped 4 ranks— 
because new entrants this year seem 
to have stolen a march over it. 


52 Stable, Yet Supple 

Wipro is seen as a secure and flexible 
employer. So what if salaries are lower 
by a fifth than at global rivals? 


64 Elephants Can Dance 

SBI is pulling out all stops to bring 
about attitudinal changes in its 

2.05 lakh employees. 

66 The Insiders Club 

Bharti Airtel's employee-first strategy 
seems to be working for it, The firm 
makes a debut on this listing. 
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68 Challenge Yourself 
At HP India, you could move from 


hardware to software, or even from 
engineering to environment 
management. 


/O Mergers & Integration 
A culture of meritocracy has helped 


HDFC Bank gain the confidence of 
its employees. 


2 Seduction of Scale 
Reliance's obsession with thinking big 
entices the brightest to India's largest 
private sector conglomerate. 


Methodology 
Trend Spotting 


Some regional, demographic and 
occupation-specific HR trends. 
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82 BFSI 
Bajaj Capital finds itself in the com- 
pany of icici Bank in sectoral listings. 
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L&T, Grasim and BHEL have strong 


professionals and hands-on talent. 


94 Core Sector 
The psu behemoths once, NTPC and 


ioc offer a less stressful lifestyle. 
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BSNL and RCom dominate the 


mindspace of employees in this sector. 
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Corporate Executive Board's 
scorecard can help assess the health 
of your company's HR. 
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But, as they go about raising funds 
from the public, will these promoters 
veer around the mistakes made by 
many ofthe earlier lot who tapped 
the primary market? 


116 Solid Foundations 

Rajeev Piramal has driven growth at 
Peninsula Land and shielded it from 
the carnage in the real estate sector. 


124 Back Door Is Legal Here 
The Bombay High Court has stalled 
the entry of foreign law firms—for 
now. But it was acting on a case 15 
years old. And times have changed. 


130 Gadget Mecca 

If there is one pilgrimage all gadget 
aficionados must make, it is to the 
Consumer Electronics Show (œs) held 
every January in Las Vegas. 


132 Future in My Hands 

A micro-pension scheme that is help- 
ing millions of Indians build a future, 

touches Delhi's autorickshaw drivers. 
BT sees if the drivers like it. 
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136 BT-NASSCOM: 
Made-in-India Windows? 

More companies are getting interested 
and invested in software products, 
finds a BT-NASSCOM discussion, 
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Jobs with attractive benefits in the 
power sector make up for the lack 
of buzz about it. 


MONEY 

146 The Early Bird Guide to 
Planning 

We conclude our series on financial 
planning by telling you how life 
after hanging up your boots can 

be bliss or a bane. 


BOOKS 

152 Did China Create the Crisis? 
Giles Chance adds a new dimension to 
our understanding of the financial 
meltdown by highlighting the role of 
China in precipitating the credit crisis. 


SMART EXECUTIVE 
153 The Art of Self-evaluation 


QUIZ 
157 BiQ: Get the quiz right to win a 
year's subscription of Business Today. 


PPP 
158 Focus on people, products, 
places in news. 


LEADERSPEAK 
160 Capt. G.R. Gopinath, 
Chairman & MD, Deccan 360. 
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ANNUAL LISTINGS 
Business Today's 
much-awaited annual 
specials are a collector's 
delight. To access 

these, log on to 
www.businesstoday.in 
and go to archives. 
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NOW AVAILABLE ONLINE 
Watch Out For Volkswagen 


Why the world’s No, 2 carmaker is the real competition for its peers in India? 
Read about how Bmw has edged past Mercedes in India and what early 
buyers of Nano think about this small-car wonder, This auto-package issue 
has stories that would interest everybody, from car buyers to automakers. 


CASE STUDIES 

Read cases of real corporate successes and failures analysed 
mE in detail and lessons drawn. Plus, commentaries from experts. 
Cases available online include Subhiksha, Nirulas, TI Cycles, 
ITC's e-Choupal Version 3.0 and Ashok Leyland. 


BT QUIZ: 

Are you a quiz buff? Take the ar Business 1.0. quiz to test your 
knowledge of the corporate world. You could also win a 
one-year subscription to Business Today. Send answers to 
btfeedback&intoday.com or log on to www.businesstoday.in 








to take the quiz. 
UTILITY TOOLS ? Retirement Plan 
> Risk Calculator Find out how to maintain your current 
Analyse your risk tolerance and decide lifestyle after retirement. 
your investment approach. > EMI Calculator 
? Future Needs Calculator Know how much equated monthly 
What are your future needs. Click here installment you will pay on your loan. 
to calculate. ? SIP Calculator 
^Tax Calculator Plan your investments intelligently to 
Find out how much IT you need to pay meet your financial commitments. 
depending on your income and investments. > Business Tips 
? Education Plan Hot tips to keep you ahead of rivals 


Calculate to meet your child's expenses. in business. 


Now, get a hot new management tip for the day every day, and participate in opinion 
polls through SMS on your mobile phone 24 hours a day. 


TO RECEIVE BT'S TIP OF TO ANSWER THE BT-ON-THE-MOVE 
THE DAY QUESTION 


^ " Should the income tax exemption limit 
hee amp on | Le raleed to Fa S lekh? 


2. Type "BTTIP" on the message 
screen. 1. Go to "Write messages" on your mobile phone. 


3. Send the message to the number 2. Type "BTPOLL Y" for Yes. 


tip for the day in a return message. 


3. Send the message to the number “52424”. 
Readers can also pon’ shed in the poil at www.businesstoday in 


NOTE: Available with all cellular operators 
Regular SMS charges apply Powered by ActiveMedia Technology www activemediatech com 








Bihar's Growth Pangs 
Satyam's Recovery Route 
Own BSE & NSE 

Lessons from Avatar 

The ABC of UID 





If Highways Minister Kamal Nath walks the talk of building 20 km of road per day, he will 
create economic value and improve the lot of the aam aadmi. K.R. BALASUBRAMANYAM 


o Us President Franklin D. Roosevelt goes the credit of 


creating what has become the backbone of America in 

the late '30s—its interstate highway system. It was in 
1999 that the NDA government at the Centre realised that 
India needs to move from dirt paths to expressways if it had 
to hasten economic progress. Grand projects like the Golden 
Quadrilateral (which would link the country's four main 
metros with four- and six-lane expressways) and the North- 
South and East-West Corridors were flagged off. Progress has 
been made but it has been slow—today 98 per cent of the 
cQ and 60 per cent of the corridors are ready. 


Now Kamal Nath, Highways Minister in the ruling 
UPA government, wants to up the tempo. He wants to 
build 20 km of roads a day in the next 50 months, in the 
process adding 35,000 km to the nation's highway map. If 
he succeeds, the uPA government would have done more in 
one year than what the NDA regime could achieve in five (in 
the NDA period, 3,400 km of roads were added). Another per 
spective: Till the 9th Plan (which ended in 2002), India was 
building about 100 km of highways a year. Kamal Nath 
wants to cover that ground in five days! 

The progress, so far doesn't match the promise, 
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FOCUS 


WORDSMITH 


(NEW WORDS IN BUSINESS) 


Superfusion 





What: Superfusion is a 
term used to describe a 
combined Chinese and 
American supereconomy 
that works as a single actor 
on the global stage. 


When: Zachary Karabell 
coined the concept in his 
new book, by the same 
name, that released in 
October 2009. 


Usage: Superfusion can 
benefit both the US, whose 
companies have tapped into 
China's vast customer base, 
and China, whose market 
liberalisation increasingly 
draws more foreign invest- 
ment. It's a framework for 
understanding how the 
developed and developing 
economies interact. 
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although Kamal Nath has stepped up 
the pace—from 2 km a day in his first 
year to about 8 km a day now. The gov- 
ernment's programme requires an inves- 
tment of Rs 3.7 lakh crore, out of which 
it hopes to raise about Rs 1.7 lakh crore 
through public-private partnerships 
(PPPs). The estimates are constantly inch- 
ing up, from $70 billion (Rs 3.22 lakh 
crore) a year ago to $80 billion (Rs 3.7 
lakh crore) now, for projects targeted 
over the next 4-5 years. 

Currently, work is underway to build 
6,500 km. Officials of the National 
Highways Authority of India (NHAN es- 
timate the average cost of building four- 
lane highways at Rs 8-9 crore per km 
and six-lane highways at around Rs 14 
crore per km, inclusive of land costs. 

One of the stumbling blocks for 
speedy highway construction has been 
land acquisition—most projects in 
Kerala, Tamil Nadu and Rajasthan are 
the worst victims of this. However, there 
have been isolated cases of people giving 
up land, only to prosper in the medium 
term. Two years ago, in the historic 
town of Bidar on the Karnataka-Andhra 
Pradesh border, people gave away 80 
acres to the Bidar district administra- 
tion, free of cost, to widen roads and 
build new ones. The roads have come up. 
and the asking rate for their land, valued 
at Rs 2.5 lakh an acre, has shot up 
10-15 times. 

What happened in Bidar has to 
happen at a macro level if Kamal 
Nath's ambition has to be realised. 
That everybody. right from business- 
men to the aam aadmi, will benefit has 
to be driven home. After all, highway 
development is an economic stimu- 
lus that brings industry and business 
closer to the local community. A World 
Bank study has assessed that a rupee 
invested in the highway sector will 
yield Rs 7 in economic value. Good 
roads, experts say, will bring down 
inflation, and thus the cost of living. 

The jobs created spawn prosperity 
and slow urban migration. On an aver- 
age, 45 labourers are employed for every 
km of road taken up for development, 


with each paid between Rs 250 and 
Rs 500 a day. After a project's comple- 
tion, developers will need at least five 
persons to maintain a km of road. 
There's also the saving of time and 
money. A trip between Trichy and 
Chennai in Tamil Nadu used to take 8.5 
hours when it had a two-lane highway. 
Vehicles can now do the 350 km stretch 
in 5.5 hours. Fuel consumption can in- 
crease by up to 56 per cent if the speed of 
a truck falls from 45 to 20 kmph. Better 


The Macro Effect 


€ Losses from congestion and poor 
roads alone are as high as 
Rs 30,000 crore, according to 
Planning Commission. 

€ Road improvement will save fuel 
bill of the country by 20 per cent. 


€ Total economic return on cost of road 
improvement will be as high as 50-60 
per cent in one year alone. 


GRASARSZIILLLLLLI TL rmm 


€ AWorld Bank study has assessed that 
a rupee invested in the highway sector 
will yield Rs 7 in economic value. 


What Goes into 1 km of 
a Four-lane Road 


€ Rs 8-9 crore (including cost of land). 
€ Rs 4.5-5 crore (without land cost). 


€ 60 tonnes of bitumen (Price: 
Rs 30,200 per tonne). 


€ 45 labourers for building and five 
workers for maintenance after 
completion. 


Source: NHAI, World Bank, media reports 


roads will cut the country's fuel bills by 
20 per cent. Losses from congestion and 
poor roads alone are as high as Rs 
30,000 crore, according to Planning 
Commission pundits. 

Another us President, John F. 
Kennedy, famously said: "It's not 
Americans' wealth that built roads but 
roads that built Americans' wealth." 
Can Kamal Nath put India on the 
same road? 


FOCUS 


How Indian MNCs 
Brought the Credit Crisis Home 


A new study suggests Indian MNCs were responsible for the rapid transmission 


of the Lehman bankruptcy impact into the Indian financial markets. 


n 2008, when Lehman Brothers 

fell, India was expected to escape 
the worst of the reverberations across 
the global financial markets. After all, 
India had elaborate and significant 
restrictions on capital flows. Reality 
turned out to be vastly different. When 
London, which is a global financial 
hub, experienced tight liquidity. the 
Indian money market also experienced 
a near-synchronous squeeze. In fact, 
the crisis travelled home at an unex- 
pected speed. 

In a recent paper, economists Ila 
Patnaik and Ajay Shah have explored 
the post-Lehman fall scenario (Why 
India choked when Lehman broke) and 
have offered a new hypothesis for the 
impact of the credit crisis on India. 
They conclude that the large pres- 
ence of Indian multinationals overseas 
helped transmit the crisis to India 
rapidly, despite the controls. These 
companies through overseas sub- 
sidiaries escape the capital controls on 
offshore borrowings that are imposed 
on Indian companies. When the cri- 
sis broke, they borrowed in the Indian 
market, and converted to dollars to 
pay for their overseas obligations. 
Says the report: "When the global 
money market became illiquid on 


“3 BILLION Prediction #1: By 2014, 


three billion adults will be 


E-CONSUMERS able to transact 


BY 201 dd electronically via mobile or 
IT research firm Gartner has kit IN 
made several predictions for Our Take: Being 'able to 
the IT industry. We have t l i 
shortlisted the most significant. ing are different things. There 


are adoption and regulatory 
issues regarding mobile 
commerce. 





WVMNuUvwzs NAAVE 


Prediction 42: By 2012. Prediction #3: Ey 


13/14 September., these firms were 
faced with dollar shortages associ- 
ated with liabilities which could not be 
rolled over. It would be efficient for 
these firms to respond to this situation 
by borrowing in rupees in India, mov- 
ing this money abroad. and thus dis- 
charging their dollar liabilities." 

The authors back their supposi- 
tion with numbers. According to 
Patnaik and Shah, the dominant 
theme in the October-December quar- 
ter of 2008 was outflows from India 
through banks (banking capital) and 
through non-bank corporations (FDI 
by Indian companies) which added up 
to $10.8 billion. In comparison. the 
net capital outflow through portfolio 
investors was only $5,78 billion. 
Patnaik and Shah argue: "These large 
values were not about Indian com- 
panies buying assets or building a 
business overseas. They were about 
Indian companies transferring capi- 
tal to overseas subsidiaries, which 
had been using the global money 
market, and were now short of 
dollar liquidity." 

Clearly. capital controls have not 
insulated India completely from any 
turbulence in global financial markets. 

SHALINI S. DAGAR 








ies 


internet technology. 


transact and actually transact- 


india-centric IT services 
companies will represent 
20 per cent of the cloud 
aggregators in the 
market through cloud 
service offerings. 

Our Take: The industry is 
making all the right noises 
and investments. Gartner's 
prediction should hold true. 


most IT businesses 

will include carbon 
rermediation costs. 

Our Take: This is a direct 
impact of global warming on 
the IT industry-one of the 
largest consumers of electr- 
icity in the world. How the 
industry will tackle such con 
cerns is still an open question. 


February 7 2010 BUSINESS TODAY 13 


FOCUS 


WHY BIHAR'S 
11% GROWTH 
WON'T EXCITE 
INDIA INC. 


D espite a rebound in 
some development 
parameters under 
Chief Minister Nitish 
Kumar, the state lags 
behind by a mile. 


@ Less than 48 per cent 
in Bihar can read and 
write. Literacy rate in 
India is much higher at 
65.38 per cent. 


@ Per capita development 
expenditure of Rs 2,184 
is half the national 
average of Rs 4,208, 
and is the lowest 

among all states. 


@ More than half (54.4 
per cent) of Bihar's 
population is in poverty. 
The national below 
poverty line average 

is 37.2 per cent. 


@ Bihar has some 
83,000 kms of roads, 
but two-thirds of the 
network is not 
motorable. 


@ The state's power 
plants make for 1,970 
MW capacity-1.32 per 
cent of the nation's 
nearly 150,000 MW; 

8 per cent of India's 
people live in the state. 

MANU KAUSHIK 
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Growth's Back, | 
Consumer Confidence Isn't 


he Indian economy has staged a spectacular recovery, but the 

Indian consumer is still battling the blues. A Nielsen Consumer 
Confidence Survey in the fourth quarter of 2009 reveals that confi- 
dence of Indians remains shaken by the slowdown. On a host of 
parameters, Indians are less optimistic about the future compared to 
the previous survey in the third quarter of 2009. "They are still 
worried about the time it will take for things to get better. Until 
consumers are reassured that recovery is going to accelerate and they 
can finally call economic slowdown a thing of the past, they are going 
to be cautious,” says Vatsala Pant, Director, Client Solutions, Nielsen. 

Interestingly, the Indian consumer's response is in contrast to the 

global trend. The Nielsen survey shows that globally consumers have 
become more optimistic about their countries emerging stronger 
Irom the recession. Says Pant: "In the third quarter of 2009, Indian 
consumers had started believing that the worst was over, but 
runaway food prices and high grocery bills have now added to their 
worries." And with inflation rising steadily, it appears unlikely that 
there will be immediate respite for the Indian consumer. 


THE KEY FINDINGS 
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PASSION AT WORK 


Never before 

has a villa 

spoken so much 
 dDOUt you. 






like any other community, Sobha Lifestyle 
beautiful accord of arrogance and luxury, 

ts befitting today’s royalty. It is the perfect 

algamation of form and function, of class 

1 sophistication. Every square inch built, keeping 

mind your fervour for quality, every square inch 

signed to satisfy your penchant for aesthetics. 
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rnational Airport of Nandi Hills 55 acres; 7 different villa types 
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est rainwater harvesting unit - 18 theme parks from Germany 
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exclusive lifestyle starts at a price of Rs. 2.5' crore. 
us on 99015 87777 / 99455 18978 for a private viewing of the Presidential Villa | Email: lifestyle@sobha.co.in | SMS: sobha «space» lifestyle to 56767 
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ty advertised n financed by Syndicato Bank 
ons apoph. Dechuimer: Some images shown in this advertisement are creative depictions’ suggestions of the intended architecture! landscape! ameniies mirzstructure An GO 8001 7908. G0 14001 2004 and OHSAS 18001 7290? Corte Compe 


FOCUS 





PE 


INVESTMENTS 
AT A 4-YEAR LOW 


he year 2009 was 

another challenging year 
for private equity (PE) 
investments in India thanks 
largely to the aftershock of 
the credit crisis and mirror- 
ing a global trend. PE 
investments declined for the 
second straight year to a 
four-year low of $3.8 billion, 
according to deal-tracking 
firm Venture Intelligence. 
Overall deal volumes and the 
size of investments, fund 
raising and exits dwindled 
considerably. "It has been à 
difficult year for PE funds as 
volatility in public markets 
and continued uncertainty 
around the ability to raise 
new funds caused invest- 
ment activity to be muted in 
2009," says Arun Natarajan, 
CEO, Venture Intelligence. 
However, Natarajan expects 
a rebound in PE investments 
in 2010, particularly in 
infrastructure, education 
and healthcare. 





PE investments in India 
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NISHIKANT GAMRE 


Mahindra Sa 


tyam: 


Well Begun, But Only Half-done 





"This is a two-year transformation 
programme and we have only gone 
through eight months" 


C.P. Gurnani, CEO, Mahindra Satyam 


| t's now a year since the Satyam 
scandal rocked corporate India. 
The company's new owners (Tech 
Mahindra) are busy restoring 
credibility and turning around its 
fortunes. But a study by independ- 
ent technology and market 
research company Forrester 
Research shows performance at 
Mahindra Satyam, as the company 
has been renamed, recently has 
been below par on several 
parameters such as building value 
proposition and competency build- 
ing in a changing world that has 
forced many companies to adopt new 
technologies. The tech firm insists 
that it's still too early to make an 
assessment. “This is a two-year trans- 
formation programme and we have 


only gone through eight months,” says C.P. Gurnani, ceo, Mahindra Satyam. 
The transformation, he says, has three components: Getting the operating 
matrix (customer and employee satisfaction and financial parameters) in line 
with the best in the industry, redefining and repositioning the company, and 
finally, meeting or exceeding growth targets. But clearly, the going will not be 
easy if Forrester is to be believed. 


E. KUMAR SHARMA 


G/D Mahindra Satyam :A Report Card 


criTERIA: Revenue 
ratine: Poor 


criveria: Profitability 
RATING: Poor 


criteria: Staff Attrition 
RATING: Average 


criteria: Ability to 
attract talent 
ratinc: Below Average 


criteria: New value 
proposition to differentiate 
rarinc: Below Average 


FORRESTER ASSESSMENT: Lost revenues in the range of $800 
million to $1 billion in last 12 months. It is now in the range 
of $1-1.2 billion. No more among the top five. Clients still 
concerned as audited financial data is not available. 


FORRESTER ASSESSMENT: Mahindra Satyam now breaks even 
or makes small, single-digit operating profit. This is based on 
factors like billing rates, discounts and total staff. 


FORRESTER ASSESSMENT: Currently over 20 per cent. We fear this 
will go up once economy recovers. We also feel they need to 
plan so that right skills are retained. 


FORRESTER ASSESSMENT: Few examples of lateral hiring. 
But overall limited ability to attract best of the talent. 


FORRESTER ASSESSMENT: Mahindra Satyam is busy in bringing 
stability and protecting current client base. No new offering (IP- 
based solutions, cloud computing or software as a service plat- 
form, for example), or new positioning in the past 12 months. 


ü Source: Forrester Research 


What | learnt 


In the downturn 


SUDHIR DHINGRA 
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“We gave workers option of 
upgrading skills or quitting 


he downturn had a devastat- 

ing effect on the export-oriented 

apparel units. The first sign that 

| saw was a sharp drop in per- 

centage ol enquii s turning into 

orders. Increasingly, customers 

started negotiating on prices. And since they 
were not getting desired prices from us, they 
moved to other « heaper destinations such as 
China. Vietnam, Bangladesh and Sri Lanka. 
For about six weeks, we didn t react. At 
that point, our priority was to retain customers 
at anv cost, so we decided to slash prices by 
15-20 per cent. Considering that margins in 
apparel business are waler-thin (12-15 per 
cent), all we wanted was to ride through that 
stage even if it meant no profits for a brief period. 
We then came up with measures to cut costs 


and raise productivity. I shared the problems 


j 





with all the key employees and asked them 
lor suggestions. Alter some assessments, it was 


found that we were losing about Rs 48 crore a 


vear because of bad processing, poor managing 


| a 
g 





of raw material and lack of housekeeping. We 
set an internal target to reduce it to below 2 pet 
cent of sales, from 6 per cent, in the next few 
weeks. Several teams were made and man 
date was given to pec iple at every level to stop 
waste. Thanks to our initiatives, we have red 
uced our wastages to Rs 16 crore annually, and 
there is still work in progress to reduce it furthe: 
to below Rs 8 crore. 

In another such assessment, we found 
out that almost 1,200 employees were red- 
undant. We gave them an option to either 
upgrade their skills by participating in oui 
training programmes or quit. At the opera 
tional levels, we started training programmes 
at every manufacturing unit. As a result, the 
emplovees' productivity went up by as muc! 
as 15-20 per cent in a matter of lew weeks, © 
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is told Li VIGNLi NOIGUSITIA 





136 BUSINESS TODAY January 10 2010 








uagMouB Buten-j 


dw 





urjoujeupouesgoride" | pAu Hew- "S070 / LSZE €£CE£COt- 164 Xe4 
OLT LCt£C 96St€ t€CtCOt-L16 + [PL PIpu| usopejag eJupuy 
‘peqeiapAy ‘peoy uepiew yaey 'ueAePug eurejsueg 10044 9 


poji] uomne4d0da0?) 34njonajsejju[ [jeuujsnpu] usapeag esypuy 


DuipiAOJd SpIemo} 1uauurujuloO Sy 3noqe SAWINIJOA Sye 


Əy} Sey ysəpeld BiupUY zey} 8; SU] PUY “ISSAU! O} JUSWUOJIAUS 


+u 


səpinoud uoi6ə siy} u! VO TS TUI paəseq seb jenyzeu pue jio » 


e@l]eiitier—lesyiale 
0O} BINJONIISeLIUI pue sƏəJXıNOSAI JO {seq SIT NOA SJIBLO epeuiyey p 


uəƏməq (MidDd diy) uoiHbay Juauysaau; 


Saul} uapou Ul LIII 


JO, SAWN Ta Te TI To OUI 


—Jiiciw 


\w7 


oul eNnie&A IT 
` P LUPUIPQO ATE ISI 


3 EE 
wna '"t- 





What I learnt 


In the downturn 


RAJIV LUTHRA 
21. Founder & Managing Partner, Luthra & Luthra Lav 


ja. 


Be nimble on your fee 
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ne big lesson that the downturn 
has taught me is the importance of 
being nimble on your feet, of 
reacting quickly to changed 
je started 


Ol the 


circumstances. As evervol 

to realise the true depth 
trouble we were all in, we quickly evaluated ow 
options and decided that we needed to take bold 
steps rather than retreat. 

We reorganised our resources while 
simultaneously concentrating on building areas 
where we saw long-term potential. For example 
it was clear that capital markets work was g ing 
to decline, so we helped lawyers in this practici 
area re-tool and get into growth areas like business 
debt and M&A. 

Simultaneously, we strengthened our litigation 
team, and worked on building teams to address 
emerging areas such as competition law, and also 
took the opportunity to assist government bodies 
such as the Planning Commission 

All of these strategies helped us retain talent, our 
greatest asset, without sacrificing productivity, 

Another lesson I learnt was to not lose sight ol 
fundamentals. At one point, the firm's rate of 
collection on outstanding bills started to drop 
alarmingly. We shortened our billing cvcle and 
made minor software changes to ensure that billing 
is completed on time. Our rate of collection went up. 
and the increased efficiency gave us an edge as 
economic conditions improved. 

The downturn also brought home the 
importance of building relationships based on 
trust. We decided to stick with long-standing clients 
who were struggling, even if it sometimes cost us 
other, more lucrative work. This decision was 
validated, because the moment their businesses 
started to recover, these clients were more thai 
happy to send new work our way 

As a firm, Luthra & Luthra has always prided 
itself on accurately predicting change and bein; 
able to turn on a dime, abilities that have allowed 


us to emerge a stronger organisation. G 
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What | learnt 


In the downturn 


long lasting as it turned out to be. But, by December 
2008, our industry, tyre cord, was working at around 
35 per cent of capacity. That was the worst downturn 
that I have seen in my life. 

How did we respond to this? Our family values are 
very clear... When something like this happens, the res- 
ponse has to be taken on the basis of a long-term aspect 
and not short-term. So, the first deliberate call we took was 
not to lay off anybody. When I sat down to discuss layoffs 
with my sons, Ashish and Kartik, 
there was. an immediate consensus: 
We won'tlet our people go. 

So, we were running at around 
35 per cent capacity in tyre cord 
and had a huge surplus of people. 
We decided it was time to step up 
our training programmes. Rather 
than letting our people go, we dec- 
ided to reskill and train all work- 
men and staff members. People are 
as much our assets as capital assets 
are. Had we laid off our people, we 
not only would have created a 
morale problem within the organi- 
sation, we would have also sent out 
signals that we did not know how to look after our 
people. I am very clear this helped us come out of the cri- 
sis much better. Today, our productivity levels have 
increased. And we are running at full capacities. 

In my 40 years of working, I have been through 
sudden slowdowns and downturns. My first recollec- 


tion of a major downturn was the opge crisis in the early | 


70s. My company srr, a start-up then, was a supplier of 
tyre cord. The crisis then and now was similar: How to 
optimally use our assets? 

At that time, we diversified into two related busi- 
nesses—fishnet yarn and nylon engineering plastics. 
Gradually, our customers started accepting higher 
tyre cord prices—it took three years to happen, but 
in the bargain, we established two businesses which are 
still our mainstays. 

For my sons, 2008-09 was the first downturn. The 
suddenness and enormity of this slowdown, the black 
thoughts that everybody had, the longevity of the 
potential winter—1 have not seen anything so fright- 
ening. It's been a great learning experience for them. 
The insight gathered during this time is immensely 
valuable. At the peak of the slowdown. dinner time dis- 
cussions at home changed. A lot of the talk used to rev- 
olve around the crisis. With my younger son, I would 
talk about how we are going to train and reskill our 
workforce, and with the older son how we are going 
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to cope financially. My wife and daughters-in-law 
also joined in. 

Among my peers, the sense of the real crisis started 
coming from October 2008 onwards. In fact, in August, 
during a meeting of the Confederation of Indian Industry, 
all the industrialists continued to predict it would be 
bullish year, a year of high-profitability and growth 
When we did the next survey in November 20t 
was absolute despair and gk 
a matter of months, the 
180-degree turn. i 











nancial 
back on investments and that hap- 


pened. Even we slowed down on . ] 
investments. Some people did say . 
that they would have to downsize _ 
their workforce, which they did. I 
used to tellthem—don'tdoitnow, ^ 
do it after the crisis is over. You in- * c 4 
crease your productivity by hiring De 
less and not by letting people goin 
the midst of a downturn. 
Fortunately, there were many who 
decided they did not want to take a 
short-term view. 

The revival has been just as sudden as the crisis had. — 
been. In January 2009, when we were running a 
around 35 per cent capacity, we could not have imagined 
that we would be running at full capacity by middle ofthe 
calendar year. 

All our budgeting that we did for the current fne- — 
ancial year was at much lower levels because we had |——— 
clearly seen that if we are able to keep ourheadsabove ——— 
water, that would be good in terms of performa 
good news is thanks to our cost-cutting anc 
rovements, we should have one of our be 
financially. Some may call us conservative, but w« 
prefer to have a healthy balance sheet and enou: sh. 
cash reserves. i 

Every time something like this happens, we learn 
something. Even if we assume this is not yet afüllandünal —— 
recovery or there will be a a W pe ji I dics pos od 





ss interference 
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Hu banks all over iie Bond. Our past cech wil = 
make the recovery easier. 

To my sons, I would say be conservative from the 
point of view of financial resources and your ability to 
tackle downturns. Having cash reserves helps you ride 
through the biggest of crises. To my fellow business- 
men and regulators: It's time that we had better regu- 
lations, less interference and more openness. © " 

As told to Saumya Bhattac hana — 


v—, PMI salutes the winners 
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Distinguished Project Award- 
Project Management Institute (PMI) 
Larson & Toubro (L&T) 


Booster Compressor Platform Project (BCP-B2) for 


: ONGC off the coast of Mumbai. 
PMI India Award 


Best Project of the Year 2009 
Reliance Industries Limited 
for KG D6 Deepwater (D1/D3) Gas Field 
Development Project. 


PMI India Award Best Project of 
the Year 2009 - Runner-up 
National Stock Exchange 
of India Limited (NSE) for 


PMI India Jury Award for the —-. 
Nationwide Network (N cubed-N3) Project. 


Contribution to Community - 2009 
Rajasthan Regional Office, NABARD 
for Indo-German Watershed Development 
Programme (IGWDP). 


Project Management Institute 


Nominations open for the 2010 PMI Professional Awards. For more details log on to 
http:/ /www.pmi.org/AboutUs/Pages/Our-Professional-Awards.aspx 





What | learnt 


In the downturn 


ARUN BHARAT RAM 


- [ne first deliberate call we took 
was not to lay off anybody” 


The diversified group decided to reskill all surplus workers. 


will be very honest: Right till September 2008, we 
had very little inkling that there would be such a 
collapse in the market or that the financial melt- 
down would impact manufacturing sector to 
such an extent. For us, the first big hit came in 
October when we suddenly realised everybody 
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was cutting back on inventories and whatever inv 

tories were in the pipeline were being used by our cu 
tomers. Also, we very soon learnt that our custome 
had started importing large quantities of raw materi: 


just to keep capacities operational 


We still thought this would be temporary and not 


the challenge. 

During good times, most companies tend to stretch 
themselves too thin, whether it is by going in for expensive 
acquisitions, expanding aggressively to keep pace with 
competition or even taking on more people than is - 
actually required. Too much flab tends to get built up. I 
must say Indian companies did many of these things - 
before the slowdown actually hit us, and have paid the 
price for it. 

Any good cricket strategist 
should be able to undertake quick, 
mid-course corrections when the 
game gets tough. And when we saw 
the situation becoming increasingly 


challenging. many of our companies i Si sustainable 
E N panie? "approach to cost-cutting. = \ 
\ 






took the challenge as an opportunity to do 
the right things and get the match back 
into their grip. E 

Take our tyre company CEAT Ltd. In SS 
August 2008, we confronted cEAT's July fg- 
ures: We had run up a Rs 15-crore loss. By September, 
we had lost another Rs 15 crore again. Much like 
when Kapil Dev played that epic innings at Tunbridge 
Wells during the 1983 World Cup, with the score at 
17 for five, it was time to act. And fast. 

There were, of course, several thoughts which 
came to our minds. Was there too much manpower? 
How do we cut costs? Should we liquidate inventory 
aggressively? The first step was to recognise that there 
was a serious problem and get everyone to put their 
heads together. 

A cross-functional team was set up and we rea- 
lised that knee-jerk reactions would not help. We were 
perpetually behind on the run rate on profit 
before tax to sales vis-à-vis the top three in the business, 
and things were getting worse by the time the first 
half of rv 09 ended. 

Clearly, cost-cutting alone would not be the solution. 
A clear brief was drawn up: We had to cut costs by Rs 50 
crore in the second half over the first half. A plan had to 
be developed which would make ceat competitive on a 
sustainable basis. Thus was born what we at cEAT call 
Project XL. 

Project xi. had some clear ground rules: the top man- 
agement, particularly the Managing Director, will be 
on the line and the finance department would ratify all 
the numbers. We decided to snatch the "low hanging 
fruit" —Treduce scrap, use better-priced fabric, negotiate 
hard on rents and commissions. 

We decided to conserve wickets. We reduced inven- 
tory, checked receivables carefully, reduced foreign 
exchange losses by stopping position taking and kept a 
close eye on operating expenses. 





e Cricketing strategies 
applied to management. ' 


Like in the critical overs of a match, we moved 
from a monthly to a weekly to eventually a daily planning 
"bucket", with dynamic planning and monthly reviews. 
The idea was to make every ball count, change the 
product mix and the market mix to become more 
profitable. 

The share of the lucrative replacement market 
moved up from about 67 per cent in October 
2008 to as much as 76 per cent in September 
1 2009. The less profitable original equipment 
X market share fell from 15 per cent to 9 per 
X cent and exports from some 19 per cent to 
15 per cent. On the product mix side, the 
share of the premium tyres rose from 40 per 
cent to 46 per cent and the economy tyres 
share fell from 60 per cent to 54 per cent. 
There was strict budgeting, and 
low-profit products were knocked off. 
The plan was working. Costs were 
kept low, and there was a manpower optimisation ini- 
tiative alongside. 

The management also kept a regular connect with 
critical talent, since critical talent wins matches. 

The results: Against the Rs 50-crore savings target, 
Project Xi managed to achieve Rs 58 crore by the second 
half of ry O9. By the first half of rv 10, as against a Rs 30- 
crore target, the actual savings was of Rs 40 crore. 

The lesson: You cannot achieve a turnaround by cut- 
ting costs alone. The approach must be holistic in nat- 
ure, and sustainable. There should be-—in a positive 
sense—a paranoid mindset, where achievement of the 
objective is paramount. It must be realised that the 
devil is in the detail and that one must address those 
details. The entire organisation must embrace it. And 
there must be regular communication between the 
team and the top management, with reviews on a reg- 
ular basis. 

These are things that are now a way of lile at CEAT 
and most of our group companies. In some other cases 
like in our retail business, we took similar course cor- 
rections quickly. As opposed to rampant store expansions, 
we took the challenge head on and shut down a num- 
ber of unprofitable stores, concentrating instead on the 
large format profitable model. And that strategy. too, is 
paying off. 

Like in cricket, the trick is to realise that in every 
crisis lies an opportunity. The idea is not to play rash, 
extravagant shots, but build a rock-steady innings 
and undertake mid-course corrections wherever 
necessary, getting the entire team to participate in 
it. Being lean and battle-ready must be a way of 
life at all times, good or bad. Only then can you plan 
to win. © 
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"You cant turn arounc 
Dy just cutüng COS 


Be lean and battle-ready in all times, good or bad. 


ew sports teach as much as cricket does: 
Whether it is the need to marry strategic 
thought with precise execution, leader- 
ship, teamwork or even the fact that one 
must hang in there in testing times and 
undertake mid-course corrections to strat- 
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egy if required. Applying some of these cricketing lessons 
to management does bring in go xd results 

For us at RPG, the recent economic slowdown 
was a time to examine whether our group was on 
the right track and whether the strategies at our 
various group companies would stand up to 
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‘lake our innovation to the world 


hen the financial crisis hit the world 
last year, everyone warned us that 
healthcare business will be 
severely impacted. While that was 
the case in many countries across the 
world, corporate hospitals in 
India like Apollo Hospitals not only came out 
unscathed but continued to grow fast. Our operating 
profit, for instance, grew by over 30 per cent and net 
profit by over 50 per cent last year. This surprised 
many. It gave us a valuable lesson. We have devel- 
oped a business model of high quality healthcare at 
affordable cost with India in mind. This model can 
actually help developed countries too, which are strug- 
gling to bring their costly healthcare systems under 
control. It is time we take our innovation to rest of the 


world. In fact, I feel guilty for not patenting so many of 


our innovations at Apollo Hospitals. 
By not getting impacted much in the global melt- 
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down, India is well positioned to emerge stronger in the 
global economic sweepstakes. We are sitting on a great 
opportunity. There are big challenges as well. India is 
already the diabetic capital of the world. We will soon 
have the largest number of deaths due to heart attacks 
and cancer globally. With such a record, India cannot 
become a prosperous country. So the message from this 
downturn is—India can become a global player if it 
converts challenges into opportunities. What are the 
challenges? We face a huge demand-supply gap in beds 
We have one bed for 1,100 people—40.9 bed per person 
Similarly in healthcare resources, we need 1.5 million do 

tors but we have only 0.7 million. We need 2.5 million 
nurses, we have only 0.8 million. We have only 2.5 
million paramedics as against the need of 10 million. Wi 
need more hospitals, more nursing and paramedical 
institutes. Time has come for us to innovate. us: 
infotech to reach across to more people in the country. € 


is told [oO N Madh IV T 


Kanwar's mantra: A downturn is a necessary evil 


On a quieter note, the downturn helped us rediscover 
the power and potential of our greatest asset— 
employees. A lesson | rarely forget, got further rein- 
forced during this downturn: No matter what hap- 
pens, good or bad, keep employees abreast of all that is 
happening around you, take them into confidence and 
take them along with you. 





All said and done, I am glad to see the back of the 
recent slowdown. It has not been easy for us. 
However, eventually, I believe that no matter how 
distressing the situation, if we know our fundamen- 
Lals well, it is possible to create a roadmap of action 
and execute it until success is achieved. This is my 
lesson of a lifetime. 9 
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In the downturn 





R S. KANWAR 


66, Chairman, Apollo Tyres 


open to oppor 
tougn times boning 


At Apollo Tyres, the downturn becomes an opportunity to 
realign business to a new reality and for better prospects. 











t was a challenging period for us, too. Battling 
the downturn required reinterpretation—to 
= connect with current realities—and imple- 
mentation of past learning. It was about 
preparedness, anticipation, planning and 
4 dogged execution. Ours was a three-step 
journey, and the lessons lie here. 
First, we focussed on maintaining healthy top and 





bottom lines. To ensure an acceptable bottom line, the - 


company stressed on both price and product leader- 
ship. For instance, despite weakening sales in the mar- 
ket, Apollo went ahead with a price increase necessitated 
due to the spike in global oil and natural rubber prices. 
Aggressive below-the-line marketing campaigns were 
— launched targeting our dealers directly, with a mandate 
. to the sales team to sell every single tyre coming out of 
our plants. Of course, they were given tools that 
strengthened their will to do so. eet 
Second, wescoutedforandadded ew 
new markets, as this is essential for 
growing profitably and diversifying 4 
revenue streams. In 2006, Apollo had X 
acquired Dunlop South Africa, now 4 
Apollo Tyres South Africa Pty Ltd. Andin | 
May 2009, when some of our contempo- 
raries were executing options like plant 
closures, we acquired Vredestein in Europe, - 
now Apollo Vredestein Bv. This was some- 
thing new that the downturn taught me: On 


of all 
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Scout for new markets 
and business. 


e pty dakat abreast 
ppenings. 





must remain open to the opportunities that challenging 
times bring and invest to make them a reality. Markets 
will inevitably turn, and those who have strengthened 
themselves will be beneficiaries of the recovery. The — 
European acquisition has provided Apollo greater .— 
financial and product flexibility-—the key to 
survival in a global world. 
Similarly, we stuck to our ambitious investment —__ 
plan at the greenfield project in Chennai and rode out 
the slowdown. Once we saw signs of revival an 
could get a better picture of where thing 


head, we decided to increase this investr 









Rs 800 crore this July. m 
Third, our business model has always had an 
unwavering focus on cost and quality, which wa: 
.. re-intensified during the slowdown. Hi 
(Y . Apolloites led by example. Employees accepte 
X. lower pay, forsaking their performance bonus, 
X even before others realised and reacted tothe ——— 
X slowdown. Also, an organisation-wide ^. 
X familiarity with tools and techniques of Six — 
Q Sigma was highly beneficial and, helped 
X in establishing well-defined goals with 
X quantifiable results. Of course, we also 
\. followed the adage “cash is king” like 
. areligion, aggressively finding ways 
to bring down debtor days, raw > 
material and finished goods 
inventories. 
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$T 
SILVERY 


This time 


— gift something 
timeless ~ 


Sanchi Silverware. Pure. Perfect. Precious. 
Crafted in 92.5% pure sterling silver, every piece is a masterpiece. 
While its value appreciates over time, your sentiments are appreciated forever, 
whether you gift it to your loved ones, employees or business associates. 


locate the nearest MMTC Sanchi Showroom/Franchisee in your vicinity, just dial our All India Toll Free Number : 1800-1800-000 


t YOUR INSTITUTIONAL BULK ORDERS / CORPORATE PURCHASES, PLEASE CONTACT : MMTC LIMITEC 
tE-1, SCOPE COMPLEX, 7-INSTITUTIONAL AREA, LODHI ROAD, NEW DELHI - 110003 PH.:011-24363563 


t ALL YOUR PURCHASES DURING THE FESTIVE SEASON AND THROUGHOUT 
: YEAR, PLEASE VISIT OUR PERMANENT SHOWROOMS AT: DELHI (011): 
TC LIMITED, CORE-1, SCOPE COMPLEX, 7-INSTITUTIONAL AREA, LODHI ROAD, 
V DELHI-110003. PH.: 24365805; MMTC LIMITED, F-8-11, JHANDEWALAN FLATTED 


A GOVT. OF IND A ENTERPRI: IS 
| 
TORIES COMPLEX, RANI JHANSI ROAD, NEW DELHI-110055. PH.: 23513793. eie 


touching lives, adding valu 


For exciting display and online sale of Sanchi Silverware & Medallions, log on to www.mmtcretail.com 





What | learnt 


In the downturn 


Just consider the currency impact on a export- 
dominated business like ours: The rupee went from Rs 
49-50 to the us dollar to Rs 39-40 in months and 
gave us no time to react. That's a clear 20 per cent 
drop. Who can survive this plunge unscathed? 

This sharp change hit all export-oriented indus- 
tries and textiles was right at the centre of this mael- 
strom. The margins in our business, normally 
7-8 per cent, unlike the 20 per cent-plus for much of 
the software (services) industry, were slashed. The 
currency fluctuation dealt margins a body blow. 
Small textiles manufacturers went out of business, and 
large players like us, who could weather the storm, 
managed to scrape through. 

We weren't directly hit by Chapter 11 bankrupt- 
cies that crippled the financial 
services sector in the West, but 
there were plenty of indirect 
effects from the slowdown. 

Our customers faced huge 
pressure to cut costs, but yet 
increase footfalls to their stores, 
so the same item that they 
bought for $10 they started 
buying for $8 or even $6. As 
we had built up a huge capac- 


Profitability squeezed: 
but those with scale 
e Can Survive. 


Enter new segments and 
expand in others like suitings 
e and industrial garments. 


Take up lean management 


did enough to help us. We wanted an assortment 
of sops, including an increase in drawbacks from 
8 per cent, but no one did anything. 

If we had done this, textiles would have been a 
stronger sector and—importantly in India—a sought- 
after employer. Instead, around 7,00,000 people had 
to leave the sector in the last one year. Gokaldas alone 
had to sack 3,000. 

I think Gokaldas was fortuitous with the Blackstone 
deal, where the private equity giant acquired the firm in 
August 2007, just before things went sour. The valua- 
tion was good for us, we got referred to Blackstone's port- 
folio for several orders, and most importantly, 
Blackstone's focus on reining in costs was critical. We 
look at every small detail like energy costs and trans- 
portation routes, because, as the 
saying goes, many little drops 
make a mighty ocean. As a 
result of these lean management 
initiatives, we increased produc- 
tivity by 10-15 per cent. 

The slowdown gave us a 
chance to tweak our business 
model and enter new segments. 
We have expanded into the suit- 
ing business and we're into 


initiatives to cut costs and 
ity, we were forced to cut rates increase productivi industrial garments and law 
across the board. We lowered * p ctivity. enforcement agencies to de-risk 
prices 15-18 per cent and we're Expand manufacturing to our business. Then, we've also 


yet to recoup these losses, 
despite talk of green shoots and 
an economic recovery. 

The recession has hit every 
single product line we manu- 
facture, including trousers, T-shirts, and most impor- 
tantly, suits, because Wall Street collapsed. The 
removal of artificial quotas was actually good for us, 
since we grew, but now we feel we could do with some 
protection. Perhaps the guarantee of business under the 
quota system would have softened the impact from 
the slowdown. 

Today, not only do we have to compete in a quota- 
less world, but lower-price manufacturers from 
Bangladesh, for example, have monopolised the shirts 
market. Despite my pessimism, we did see a 9 per cent 
increase in revenue last year, but profitability contin- 
ues to be squeezed. 

China, which is streets ahead of India in the tex- 
tiles market, benefited from a fixed currency system 
and the government's massive stimulus. 
Unfortunately, I don't think the Indian government 
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towns where labour is cheap 
e and easily available. 


expanded our denim business, 
which is a new line for Gokaldas. 

We think our geographic mix 
(60 per cent from the us and 35 
per cent from Europe) is a safe 
balance. But we also think there is massive potential in 
the domestic market. Overall, it's the time to consolidate 
and wait for some clear direction from the economy. | 
definitely see the rainbow. If order size was notionally 
1,00,000 units during peak season, it went down to 
40,000-50,000 in the slowdown and is now up to 
70,000-80,000. 

Most small manufacturers are going out of business 
since the slowdown that hit this market was like a 
tsunami—if you held onto a tree you survived—and 
most of them didn't have the scale to survive. 

We have now begun to expand our manufactur- 
ing—going to small towns such as Mysore and 
Madanpalle in Andhra Pradesh—where labour is rela- 
tively easily available and costs are significantly lower. The 
market will see the survival of only the strongest. (9 
As told to Rahul Sachitanand 
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Freedom is here. 


Network liberation is about freedom trom 

vendor lockin, high costs and limited flexibility. 
And only HP ProCurve Networking delivers it 

with exceptional cost control, enhanced choice 
and flexibility, and dramatically simplified 
management. Free up funds and staff for 
innovation, while gaining functionality and 
reducing complexity and compatibility headaches. 


See your HP ProCurve cost advantage with our 
Network Freedom Calculator at: 


ProCurve.com/freethenetwork/apj-en/index.htm 
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What | learnt 


In the downturn 


DINESH HINDUJA 
52, Executive Director. Gokaldas Ex; 


“Slowdown gave us a chance 
to tweak our business model 


Reeling under the double-whammy of a stronger rupee and a recession, 
the garments exporter widened its product mix and went lean. 


he recession hit us like a bolt from the 
blue. When vou travel in an aircraft, 
all of a sudden you hear the captain's 
announcement about impending 
turbulence...that's exactly how it was 
with us. Around two years ago, we 
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noticed the dollar going down and the rupi 
getting stronger. 

After that it was pain all the way; we started seeing ci 
celled or vastly smaller orders from our North American cus 
tomers. They started feeling the heat of the recession, and 


unfortunately, passed some of it on to companies like us 


What | learnt 


In the downturn 


VIVEK NAIR 


p 


58, Vice Chairman & MD. Hotel Leelaventure 


-Raise tunas when they are available, 
not when they are needed 


ast year's economic maelstrom put 

the hotel business through a 

period of unprecedented challenges. 

We had to decide whether to execute 

our projects simultaneously or stagger 

them. In July 2008, we decided to 
put on hold our new projects in Hyderabad and 
Pune and concentrate on the New Delhi and 
Chennai hotels which were in advanced stages 
of completion. As I reflect on the past 16 months, 
an invaluable lesson I learnt is that resources for 
new projects should be raised when the market is 
conducive for fund raising, that is, when they are 
available, not when they are needed. 

In the past year, business hotels were the worst 
allected, especially those relying on international trav- 
ellers. Nevertheless, we delivered a positive profit after 
tax. This was possible in part due to the increased 
share of our resort properties—Goa and Kovalam 
(Kerala)—in the 2008-09 revenue mix, which in- 
cluded two business hotels (Bangalore and Mumbai). 

The other thing we did was, on sensing the 
trend of a weakening rupee, we quickly switched 
from dollar loans to rupee loans. We also replaced 
the existing high-cost, short-term loans from banks 
with low-cost longer tenure loans, achieving in the 
process deferment of repayment outflows and 
reducing interest cost. 

The sharp fall in share prices presented an 
opportunity for foreign currency convertible bond 


/IWVYMSOD HSUN 


issuers like us—we took advantage of the buv- 
back window that the Reserve Bank had opened to 
mop up 25 per cent of Eurobonds and 33 per cent 


MMM 


of the us dollar bonds at attractive discount. This 
buyback not only gave us a huge non-taxable 
profit but increased our financial leverage by 
reducing the debt. 

Businesses, in general, reacted by cutting mar- 
keting spends. We did just the opposite. The result: 
we had 85-90 per cent occupancy in our hotels. © 
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Jing Director, ' 


Velspun Group 


“Help your customers 
even In difficult times” 
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woo'saseutra poygrpur MMM, 


e had seen the best of times 

(at Welspun Gujarat Stahl 

Rohren, the flagship of the 

Welspun Group that 

makes pipes for the oil & 

gas sector). Oil was at an 
all-time high at over $135 per barrel just before 
the financial meltdown. Then oil crashed to a 
low of $35 per barrel in January this year, 
bringing down any fresh demand for pipes from 
the global oil & gas industry. That was really the 
time to test one's business acumen. As 
demand perished towards the end of last year, 
the most difficult decision to make was how 
much to cut production by. The impact of any 
cost-cutting at best is only 10-15 per cent. We 
decided to run the pipe manufacturing plant at 
50-60 per cent of its capacity and sell at a mar- 
ginal cost. The idea was to recover the cost at 
least. As a result, our cost dropped by 10 per cent 
and efficiency went up by 7-8 per cent. The 
net benefit was to the extent of 18 per cent. 
If you don't produce, you are pushing your- 
self into a very dangerous zone. You have to 
maintain relationships with customers and 
also help them in difficult times. That was one 
big lesson we learnt. 

Our next big learning was in the vs where 
we decided to commission a pipe-making plant 
in Little Rock, Arkansas, in April at the peak of 
the vs recession. We also recruited over 300 peo- 
ple when everybody else put a freeze on emp- 
loyment. The logic of going ahead with the 
us plant was that any plant you set up takes time 
to go on stream. We took the call that it was just 
a question of time before the us economy would 
bounce back. Today, our vs plant is already 
booked for two years. You don't learn these 
lessons in Harvard or at the tims. © 

As told to Anand Adhikari 
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What I learnt 


In the downturn 


at least in most parts of Asia. 

The media and entertainment in India had its fair 
share of excesses. Investment bankers were pushing 
money into content, into platforms, into start-ups as 
well as into infrastructure, projecting growth that was un- 
realistic. So there was a challenge—stay out and maybe 
get left out or keep up with the mayhem. It’s difficult at that 
time to take a call as you never know how long the mad- 
ness would last— if it stays for 3-4 years, then you could 
have upstarts, would be grabbing market share at a 
huge cost and eroding capital, hoping that top line 
finally converts to bottom line... I think it was a challenge 
for our teams to stay on their own terms of business. 

My next learning, actually more an en- 
dorsement of the past learning, is that in a 
downturn it's always better to be a con- 
solidated story. Many demerged their 
businesses to raise money at multiple 
levels during the boom. In a downturn, 
they have been the worst hit. I have been 
a strong believer that the whole is bigger 
than the sum of parts; we've been ques- 
tioned many times on where our focus lies, but I think we 
have prevailed. Next year, we complete 20 years at UTV. 

One should always evaluate oneself with the 
environment. Evaluating yourself with the competition 
is one thing and with the environment is another. If you 
don't benchmark yourself with the right competition 
and with "all" competition then you are in trouble. Being 
able to make this differentiation is also a key learning. In 
good times, the number of competitors that come into play 
are so many that you cannot distinguish between your real 
competitor and your puffy competitor. And you could be 
looking entirely at a different strategy. One should always 
benchmark oneself with long-term players and assess 
one's environment and its threats and opportunities. 

I am imbibing these lessons in our strategy now. 
While movies, and broadcasting. and new media are a 
domestic story for me and my colleagues at Urv, gaming 
is an international story. Today, everybody thinks the 
gaming industry is going through a tough time. But it is 
going through a tough time in the us because the spend- 
ing there is low there—and only for now. For me, the 
gaming story has just started in India. 

In gaming, my company stayed the course and I 
think we are the better for it. In movies, I cannot say we 
came out unscathed, but we stayed with our convictions 
and did not lose our leadership position; most importantly. 
we know our audience well, and they were not going any- 
where. In fact, they were happy to consume entertain- 
ment in tough times. In broadcasting, we were the very 
first to do a one-time cost correction. We stayed out of the 
general entertainment space, as we were always clear 
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there would be no clear winners for the next 4-5 years. 

Today, broadcasting per se is in the doghouse, and for 
all the wrong reasons. It's mostly a lack of comprehension 
and a business view by many who go more by perception 
than by reality. The fact is that India is one of the, if not the, 


fastest growing broadcast markets in the world. Any. 


global player looking for growth has to turn to India. E 
Our direct-to-home subscriber base will be the bigg p 


in the world in the next 18 months, when we cross 
lion homes; the downturn did not slow down thi 
Yet, in a downtum, the naysayers come out to shout- -h 


key learning here is to stay with your vision: the naysay- E 












ers will be back in good times, asking for “growth stories", — 


The reason you are seeing a recovery is because L 
everyone stopped spending, stopped hiring, stopped. 


carrying inventory, investors stopped putting money 
in anything—good, bad or ugly. According to me, this is 
a ridiculous knee-jerk reaction. Anything in extreme 
does not make sense. 

I think in the media sector, the challenge is that vou 
are in a long-term play. You are building an asset, 
intellectual property, a platform, it could be anything. At 
the stage of the downturn, it is absolutely crucial that you 
stay with your values and your long-term plan and not 


get totally sidetracked. If in a downturn you have reacted. 


to your long-term play, it's the biggest mistake you 


could have made. We could have easily scaled down 


on the number of movies we were making but we did not. 
We could have scaled down and shut one of the channels 


but we did not. We could have easily stopped creating the - : 


games for our gaming business but we did not. In fact. we 
launched our fifth vertical, new media, right during the 
downturn. Almost in all our aspects we stayed with 
our long-term goal and as per the plan. 

Lastly, personally, I also feel that in normal circum- 
stances, when the going is good we tend to not look at the 
details. The details form the foundation of any business. 
When you get to the fundamentals right in the good 
times they also stand you in strength in the bad times... 
The downturn for media and entertainment in India 
has been a Godsend, as in one fell swoop it has removed 
all the fluff, which otherwise would have taken a perfectly 
healthy high-growth sector into the path of excesses. 

As told to Anusha Subramanian 
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ndia is a growth story and media in India, too, is a 
growth story. Staring at the downturn in the West 


that was having a cascading effect across the 
world, it was important to keep in mind that it 
was likely to have a stronger effect on the Indian 
stock exchanges than on the Indian consumer. 
So, my first learning was a realisation that we always plan 
carefully for opportunities in good times—but actually it's 
the downturn that many times offers some very interesting 
opportunities. Of course, it’s not practical to strategise for 
a downturn—but in every industry or sector one en- 
counters an up-and-down phase—t's a 3-4 year cycle and 
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What I learnt 


In the downturn 


yet we never build that into our plan. 

The question that cropped up in my mind was: why 
is that we never think through all the opportunities that 
come our way, be they in good times or in bad? When vou 
are strategising over three years, then it is a given that dur- 
ing these years there will be an upside and a downside. But 
we always plan for the upside. Having said this, we 
should also look for the good opportunities on the down- 
side. To me, these opportunities would be even better 
than those in the good times. Because you could be pay- 
ing for those opportunities one-tenth of the price... you 
could be starting something new because nine out of 
ten have been driven out of that business. Or vou could be 
scaling up a business in which you were looking for a com- 
petitive edge but that edge wasn't there because everybody 
was so bullish. In a downturn. if you have positioned 
yourself right from the start, then it could be a great 
time to scale or launch something. 

Secondly, success, it is said, comes to one who is at the 
right place at the right time. But a true test for a ceo is to 
be at the right place even when there is a downturn. And 
lor that you have to be nimble, be disruptive in thinking 
and be a great listener. It's difficult to pre-plan such 
moves and that's what makes it challenging. Nobody ever 
thinks about planning for the worst times. 

Thirdly. it's critical to quickly assess the downturn. 
Remember, there are downturns, there are recessions 
and there are depressions. Actually, in a downturn. 
there could be sectors which become huge opportunities, 
and it's important to assess that. So within one month 
it was evident that this downturn was one of excesses and 
most of the excesses were in the Western world. The us 
likened it to the "Great Depression" but really, it's their 
great depression. The consumer was not hit. except in 
the us. But when that corrects, it will be business as usual. 
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“Stay With your 
long-term goals’ 


If in a downturn you have made a knee-jerk reaction to your long-term 
play, it's the biggest mistake you could have made, says Screwvala. 
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“Focus on the 
olg and basic" 


The downturn didn't alter our vision of trans- 
forming from a trading business to a creator of 
infrastructure. We went ahead with a power 
generation project. We tied up purchase of 
6,600 MW power generation equipment and 
awarded contracts for construction of power 
plants at a total investment of over Rs 28.000 
crore. We won competitive bids for power sup- 
ply to Gujarat, Haryana and Maharashtra under 
a long-term power purchase agreement and 
committed 4,744 ww when times were chal- 
lenging. In a downturn, one needs to be clearly 
locussed, and should doggedly pursue what one 
is locussed on. We raised Rs 3,000 crore 
through an iro in August 2009. It was oversub- 
scribed 18 times. The first unit for generating 
330 MW power at Mundra was commissioned in 
September. A downturn tests your tenacity and 
conviction. Don't get bogged down by depress- 
ing sermons. We decided to focus on two big 
things: Raising funds and speedy implementa- 
tion of the project. Don't focus on too many 
things at any point of time: focus only on the big 
and basic things that will help vou come out on 
the right side of wrong timing. 

As told to Anand Adhikari 
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in. Adani Enterprises 


What | learnt 


In the downturn 


ANIL AGARWAL 
5/, Executive Chairman. \ 
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A slowdown is a time 
to optimise assets 





Vedanta's strong cash reserves (Rs 33,000 crore as 

of November 2009) along with a focus on optimising 
value-addition helped us convert the downturn into an 
opportunity. It was important to, one, increase volumes 
and, two, decrease the cost of production without 
compromising on quality. Based on these principles, we 
gave a strong operating performance that was driven b 
record production in our aluminium, zinc and iron ore 
businesses, and succeeded in further cost reduction 
measures. We knew, despite a tough business environ- 
ment and a drop in the commodity prices of our 
products, we need to continue to remain confident about 
the future, based on our low-cost position and track 
record of low capital cost project development. We were 
confident that this would allow us to continue to deliver 
profits and growth even at depressed commodity prices 
The slowdown was a time to further optimise our assets. 
We shut down Madras Aluminium Co., the Nkana 
copper smelter in Zambia, and partially shut down 
Bharat Aluminium Co. We started selling surplus power 
from these companies’ plants in power-deficient states in 
order to maximise returns. The group is in the process ol 
investing about $20 billion in India. I think these 
investments are for long-term and will give returns over 
a period of time. We even went ahead and recruited new 
people at that time as we were expanding. © 
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What | learnt 


In the downturn 


his was surely not the first crisis for me. 

One of the bigger crises I went through was 

the one in the telecom industry in Europe 

between 2000 and 2003. That was when 

companies had huge financial problems 

and a few even went broke (when growth in 
Internet traffic dropped. telecom companies overpaid for 
36 licences and were saddled with huge debt and over- 
capacity of optical fibres). Doing business is like driving a 
high-speed car. You cannot afford to look in the rear-view 
mirror. You need to look forward. This is something you 
need to remember. 

Businesses change quickly today. Take the example 
of General Motors. GM was one the biggest and the 
strongest company in the world. Today it's in the midst of 
a very serious financial crisis. Business is similar to a 
politician's reputation: It can be destroyed in minutes. 

The mobile telephony industry 
is a good example of a business that 
has had to adapt to rapid changes. 

When 1 joined the telecommunica- 

tions industry in the late '80s, mobile è 
was unheard of it was all about fixed 

lines, and satellite phones. Today, in 

most countries the fixed-line tele- 

phone business is fading out and mo- . 
bile telephony has taken over and 
changed the business model of the 
industry across the world. 

Did I see this coming? No. Even 
people in the industry very often 
find it difficult to see the change 
coming. This is because we all react 
based on the lessons learnt in the past. But if something 
wasn't in the past, there's no way to learn that lesson. At 
Vodafone we survive by looking at the business and eco- 
nomics every day, listening to our customers daily and then 
try and adapt very quickly to the new changes. In our in- 


dustry, and in India specifically, we will have to adapt to: 


some changes. The industry has always seen a very 
strong growth phase, although a lot needs to be done in 
the rural areas of India. Now, as an industry, we need to 
move ahead from just growth to delivering better quality 
services while being cost-conscious and efficient. We 
have reduced costs by resorting to outsourcing. 
Outsourcing of your networks, rr infrastructure, service 
call centres to specialised companies can considerably 
reduce costs for the company. 

In a downturn it helps to go back to the basics— 
make sure that your revenue line is well protected 
and your costs are under control. In the telecom 
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ohare infrastructure and 
costs with competitors. 


Spend adequately on 
brand-building. 


Make your people feel 
appreciated and aligned 
e With the organisation. 





industry, going back to the basics is very simple. We 
need to make sure that we deliver very good quality 
services to our customers. 

Vodafone and everybody else in this industry sud- 
denly went from a strong growth model to stable one, x 
and in the coming quarters we will see lower growth, = 
Therefore, everybody needs to re-think their business . 


model. We were earlier very focussed on recruiting but —— : 
now we are far more focussed on retaining and building. 


quality, management development. people training... 
Perhaps, in the past, we could do with a not-so-good per- 
former on board, now we say we cannot afford to do that. 
If you have to provide the best for your customer you 
need to have good performers at work. 

Telecom operators, till recently, used to build their 
own infrastructure. Today, we have started sharing 


passive infrastructure, such as towers and rooftops. 


With Bharti Airtel and idea Cellular 
we have built Indus Towers, the 
biggest tower company in the 
world. This is an initiative to share 
costs. So, without compromising 
on quality we deliver to the cus- 
tomers, we can do more cost sav- 
ings by sharing more infrastruc- 
ture. For Vodafone, sharing of 
infrastructure has helped and it 
reflects in our half-yearly results. In 
India, service revenue grew by 20.5 
per cent, including a 6.4 percentage 
point benefit from Indus Towers. 
Growth was driven by a 54.8 per 
cent increase in the average 
mobile customer base; this was partially offset by a fall 
in the effective rate per minute and a decline in usage per 
customer as competition intensified and penetration 
gains shifted towards more rural circles. 

We have spent adequately to build our brand this 
year also, because we feel it is critical to assure cus- 
tomers during tough times. This year, the pug com- 
mercials were combined with the zoozoo ones. They 
have been a great advertising success and have helped 
the Vodafone brand build an emotional connect with 
the consumers. 

We are very capital-intensive industry and spend 
a lot of money on our infrastructure. But it's not the 
equipment that makes the difference; it's the people who 
stand together as a network that make all the difference. 
We do a lot in terms of reaching out to them and letting 
them know what the company is doing. © 

As told to Anusha Subramanian 
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How Vodafone is adapting in an industry that's moved from a growth 
phase to one in which costs and efficiency have become top priorities. 
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y Í "« hree years ago, we embarked on a 


major expansion by investing 
more than Rs 1.200 crore in India 
and over $1.2 billion abroad. In 
2007-05, we acquired an iron 
foundry in Germany and a steel 
foundry in the us for about $150 million. We also 
took over a chemical company in Egypt, which 
we are expanding by investing $1 billion. The 
foundry acquisitions were funded by foreign 
banks. Last year, when the financial crisis 
erupted, we found that international bankers 
were far more reactive to short-term external 
situations. They didn't have as much of the 
long-term outlook that Indian bankers, partic 
ularly those from the public sector, had. Our 
entire Egyptian project was financed by publi 
sector banks. Their long-term perspective was 
extremely creditable and far better than what you 
get internationally. 

We face frequent cycies in our chemical 
business and they have taught us valuable les 
sons. Bottom of the cycle planning for the fixed 
costs is one such lesson. It is all about tailoring 
fixed cost to the bottom of the cycle. That way 
when the conditions are really bad, vou will 
just about break even or keep vour head above 
the water, and when the cycle picks up, you 
make money 

Also, when the going is good, companies 
typically make grand plans and let expenses run 
out of control. We have learnt not to plan 
at the top of the cycle. When you invest at the 
top of the cycle, you soon realise (when the 
downturn hits) that you have spent money 
that you don't have. We have developed a 
system of quarterly rolling forecasts for project 
that are funded through internal accruals. Wi 
make business and capex plans every quai 
ter. That way we are sure what funds we hav 
We learnt not to anticipate future profits and 
spend that now 


By getting the suppliers to deliver 
earlier than scheduled. we put both 
e Sides in a win-win situation. 


Faster commissioning Saved us 
interest costs. while the suppliers were 
e happy not to face pricing pressure. 


At a mall project, more realistic 
negotiations have helped us save 16 
e per cent on the construction cost. 


Budge Budge will be the last expansion possible at the 
current locations in and around Kolkata because of 
increasing concerns about the environment. 

Interestingly, till the downturn actually happened and 
several capital goods manufacturers started facing 
cancellation of orders, equipment manufacturers were not 
willing to give you deliveries ahead of the schedule. 

We discussed the post-downturn scenario at a 
CESC team meeting; everybody said it was an oppor- 
tunity. The team, led by Jayanta Chakravarty 
(Executive Director, Projects). actually drove home 
this whole thing.... We had so many suppliers. We 
had to talk to BHEL, the sub-contractors, the suppliers. 

It was a call: you could have got lower prices, but 
then we had irrevocable letters of credit. So what hap- 
pens is that if you save five months of construction, 
then you have saved interest for the full five months— 
our saving was nearly Rs 100 crore. So, to that extent 
you have saved on the project cost. 

And what we needed to do was to push equipment 
suppliers, to incentivise them, to deliver ahead of plan. 

We could have stuck to the schedule and driven 
down costs. or preponed the schedule and main- 
tained the same costs. We chose the second option 
because our sense was that if you could prepone 
commissioning by five months or four months, what- 
ever, you could actually get...the contribution from the 
project would be higher. 

This way. you honoured the contracts that were 
given, so you were different from everybody else who 
renegotiated contracts. And you got the benefit. It was 
a win-win for both—for the suppliers and for us. 

If we had not done this, it would have been 
completed four-five months ahead of schedule. 
Normally. we would have completed it by March 
2010, but we did it in September 2009, in 28 months. 
We set a record as being the fastest-implemented 
power plant in India. 

BHEL is happy. everyone is happy. There were 
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certain incentives, which were built in for BHEL, but 
nothing substantial. But it's a matter of great achieve- 
ment—it's the fastest-implemented power plant in 
India. And the motivation it gave the team—you 
have to meet the team to see how charged up they 
are...it's unbelievable. 

The standard norm is 36 months, while Budge 
Budge was to come up in 33 months we did it in 
28 months. At cesc, we have done other things like 
tying up with Singapore Power to improve our distri- 
bution set up. and become best in terms of reliability, but 
this is part of a continuous process, not because of 
recessionary pressures. You strive for excellence. 

Budge Budge has been operating at a plant-load 
factor of 100.5 per cent, which is the second-highest 
among all thermal power plants in India. Also, we are 
implementing a cbM project that makes it the first ther- 
mal power plant in the world to earn carbon credits. 

But the Budge Budge expansion is the lesson of a 
lifetime. Most ctos will talk of some cost savings this 
way or that way. some will say how they have saved 
process costs, reduced people. I can also say how at 
Spencer's we saved Rs 150 crore a year.... But those 
are not lessons—you were forced to do it. But this was 
a lesson, which was that even a downturn presents 
an opportunity. 

That was a huge learning. it's the biggest learning for 
me from the downturn. Who would have ever thought 
we would save five months of commissioning because of 
the recession: 


The Spencer's Mall 

The other thing is that we have now awarded the 
contract to build a mall in Ballygunge, in Beckbagan 
for Spencer's Retail, a wholly-owned subsidiary 
of cesc. The costs were looking high, because steel. 
cement, everything was completely at crazily high 
prices. That was in the first quarter of 2008, around 
January. 

We wanted to go to a reputed contractor like 
Shapoorji Pallonji, Larsen & Toubro, someone of that 
calibre. They said, “Oh, we will not take any contract be- 
low Rs 250 crore or 300 crore...we are overbooked...this 
is too small...we will have escalation clauses on steel, we 
will have escalation clauses on cement.” 

We have now signed a contract with Larsen & 
Toubro at a price at least 16 per cent lower than what 
we were facing then. Steel has not gone up to the extent 
that was anticipated. Now it is a turnkey project, there 
are no escalation clauses. The construction cost is Rs 200 
crore. The 7.00,000 square feet mall will be the largest 
in Kolkata. © 

As told to Somnath Dasgupta 
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Saved 150 days in time 
and Rs 100 crore in cost. 


Downturn helped the power company commission a plant five 
| months ahead of schedule—and set a national record. 


| hen the downturn started, power So. for cesc, the downturn became a hug 
| equipment manufacturers had a nity, inasmuch as we were able to drive the contract 
lot of orders cancelled, and there- of Budge Budge III [the third 250 ww unit of the 50 
fore they had capacities. | firsti project] to deliver equipment ahead of schedule, and 
picked up the reports of order can- a result of which the project actually got completed 
cellations at a meeting ol past pres- within 28 months of financial closure, a nati 
idents of the Confederation of Indian Industry on For cesc, which supplies Kolkata and 
the state of the economy in February-March last areas, the third 250 ww unit is very imp 
vear, where thev said companies were lacing will help meet the peak system demand of 1,500 MW in 
cancellation of orders. our licensed area. We will still have to import pow 
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The only Gear Company in India 
"mul Cea AS91008 LIEN 
(Based on and including ISO 9001:2000) 


FIRST STEAM BOAT 
Marquis Claude de Jouffroy (1774) 


Everything's in the same boat! 


Marquis Claude De Jouffroy of France and his 
colleagues made the first working steam boat with 
rotating paddles in 1774 and called it the 
'Palmipéde' Today the shipping industry is a vast 
area where there are vessels ranging from around 
a ton to huge ships that weigh many hundreds of 
tons! 


Whether it is for the shipping industry or core 
industry, we are proud to say that we've got the 
whole world in store for you. Yes, just name it and 
we have it. If not, we'd create it according to your 
most exacting specification to perfection because 
the fact remains that a machine is only as good as 
Its gear. 


We, at Shanthi Gears, have always endeavoured 
to keep pace with the evolving technologies and 
give highly customized solutions to industry leaders 
across the world. Ours is the only Gear Company, 
perhaps in the whole world, to have end-to-end 


facilities like castings, forgings, fabrication, heat 
treatment and complete gear / gear box 
manufacturing including hob making, all in-house, 
in a built up area of one million square feet, spread 
over 125 acres of land. 


Today, you can find that our gears are driving 
aircrafts, trains, tractors, compressors, cranes, 
elevators, conveyors and other machinery in almost 
every industry like cement, textile, power, steel, 
sugar; just to name a few. 


We have brought into effect new, efficient and 
speedy customer support and logistics to further 
strengthen our customer relationship. With these 
additional systems, we can constantly work with 
our customers meeting their requirements on time, 
every time. 


All you need is to call our Head Office or our nearest 
Sales Offices directly. 


For any breakdown / emergency, we can do it in no time 
through our red channel route, by which various processes 
happen continuously like passing through a conveyor belt. 
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SHANTHI GEARS LIMITED 


304-A, Shanthi Gears Road, Singanallur, Coimbatore - 641 005. Tamilnadu. India. Ph : 91 - 422 - 2273722 to 34 
Fax : 91 - 422 - 2273884 / 85 E-mail : info@shanthigears.com Web : www.shanthigears.com 
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What I learnt 


In the downturn 


in my office. In a tough environment, people tend to 
misinterpret closed doors as a discussion of bad news. 
Closed doors are best avoided in circumstances when col- 
leagues are shell-shocked about the developments around 
the world and specifically in their business. One of the 
things I did was to ensure that we have regular town hall 
meetings. Our entire office would be invited to come 
together in the conference room where each business unit 
head had to give a five-minute update on areas of prior- 
ities and the lessons learnt. This also ensured that every- 
one shared notes and was abreast with the state of the 
other business units, 
Another interesting 





place to deal with tough periods in life. I run most 
mornings at 6 a.m. to calm myself. It helps me struc- 
ture my thoughts and so I can be productive as soon as 
I reach office. At one point of time, I used to call my runs 
my anger management session. It helped in taking 
emotions out of my system before I saw anybody else. 
I still recall some of the before-sunrise runs around the 
winding roads in Bandra-Pali Hill, thinking about 
strategies to overcome problems. 

As we started sensing recovery, we looked quickly at 
the talent pool in the market, which was available for hire. 
As a result, once the business picked up, we were among 

the first foreign banks to start 





approach I used was a copy of hiring selectively at senior 

Ernest Shackleton diaries from Your team needs | to see you, hear level. We hired people who 

J. his 1914 expedition to from you and unde erstand your could move the needle 

Antarctica. I am a voracious e thought process quickly. So, the lesson learnt 

. reader and an avid collector of ! PI | T" was to hire back-—not a big 

first edition books. In in the next downturn. go and find bunch of people, but selec- 

November, my wife gifted me yourself the most complex M&A deal tively the ones who can add 
this copy. I kept it on my bed- e and Just get deep into it. value immediately. 


side for six months, referring 
it every night and I also 
brought it to one of our town 
hall meetings. At the meet- 
ing, I circulated a one-pager 
advertisement by Shackleton 
in a London newspaper saying: "Men wanted for haz- 
ardous journey. Small wages. Bitter cold. Long months of 
complete darkness. Constant danger. Safe return doubt- 
ful. Honour and recognition in case of success." This 
helped to keep the motivation levels up and even today you 
will find it on most softboards in the Goldman Sachs office. 

Through the first half of the year, I drew analogies 
from Shackleton's journey for our town hall meetings. In 
February, I told them: "We are surrounded by endless ice 
and the boat is in bad shape. But we have each other." 

And as things started to improve in May, I said: "We are 
off the ice, we have been rescued. We are still together as 
a team. But there are icebergs." This got people to think 
about the importance of being together as a team to 
overcome a tough situation. 

Another tough decision we had to take was to let 
some people go off as part of the global headcount strat- 
egy. Those were some of the toughest days of my career 
as I had chosen and recruited all of these people. I ensured 
personal conversations with each person who we had to 
let go. I fundamentally believe that as a leader you can- 
not let such messages be delivered by somebody else. I 
spent a lot of time having coffee discussions with them, 
brainstorming, giving career counselling, guiding them 
and giving references wherever possible. 

From a personal standpoint, I have mechanisms in 
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One of the things we try to do globally 
is to make every yone feel that they have 


e the ability to ask questions. raise issues. 


Earlier in the vear, we 
had to postpone our plan for 
the asset management busi- 
ness for some time, but we 
hope to launch this business 
in 2010. This summer, we 
applied for a commercial banking licence in India: In our 
private equity business, we spent a lot of time in this- 
downturn to help our portfolio companies overcome 
impediments. We helped them take right decisions 
and run effectively. 

The Satyam deal in early January gave us a significant 
momentum. The success of the deal was the single most 
important thing in our working lives for the couple of 
months we were working on the sale process. It was a 
high-pressure period. Internally, everyone was busy on 
the deal so there was less time to worry about rumours. 
The Satyam deal closed in April and then we had a visit 
from the senior management team of Goldman Sachs, 
including Chief Executive Lloyd Blankfein, who was vis- 
iting India for the third time in as many years. My learn- 
ing from the Satyam deal and a message to all the 
bankers is that in the next downturn, go and find your- 
self the most complex M&A deal and just get deep into the 
weeds on it. It was absolutely therapeutic! 

Finally, one of my continued learnings from the glo- 
bal downturns has been that communication and esc- 
alation is critical. One ofthe things we try to do globally is 
to make everyone feel that they have the ability to ask ques- 
tions, raise issues. Transparency is a standard operating 
procedure for communications during a downturn. 
As told to Rachna M. Koppikar 
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Listerine Antiseptic Mouthwash kills germs that cause 


Cavities, bleeding gums and bad breath by reaching your 
- - whole mouth, even the areas your brush cannot. Rinse 
. with Listerine twice a day, after brushing, and keep your 
dentalproblemsatbay = 


MOUTHWASH 


For queries, call 1800228111 (TOLL FREE). Please log on to www jnjincia.com VIS W'S DYNAM 





What | learnt 


In the downturn 


l. BROOKS ENTWISTLE 
"sede (ix lla) > age aia 


“You 


Nave to be 


VISIDIe as 
a leader” 


Transparency is a standard 
operating procedure for 


communications during a downturn. 


I have been with Goldman Sachs for 18 years and this 
had been one of the most challenging periods of my 
career. Staying close to the clients was the big focus 
for us. During the darkest days of last winter, every 
Monday morning we used to discuss ways to proac- 
tively reach out to our clients. The business was 
lacklustre and our clients had their own set of issues 
to deal with at that time. The worst thing to do at such 
times is to not communicate with your client. We 
made sure that everybody—trom junior team mem- 
bers to the senior management levels—4elt an obli- 
gation to reach out proactively to their clients to 
check on them. There may not have been a lot to dis- 
cuss with them about transactions, but to talk about 
the progress in their business, exchange views on 
the world and basically let them know that you are still 
there thinking of them. As the markets came back in 
May this year, these conversations paid off. The last 
thing a client wants to do is to call upon a banker who 
hasn't called them in the last one year. 

The second big focus was to communicate 
internally with our teams. It is critical to be visible as 
a leader. The team needs to see you, hear from you 
and understand your thought process. At Goldman 
Sachs India, | have a 100 per cent open door policy 
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Elecon - Gearing the change 


Change is the only thing that's constant. And it takes consistent efforts to keep the phenomena 
of change constant. Elecon's cutting-edge technology and the attitude of keeping itself ahead of time has 
empowered them to uphold the major industrial revolutions. 


Elecon, Asia's largest gear manufacturing company has been driving Indian Industry since 1951 with 
cutting-edge technology and innovation, continuously challenging itself by upgrading its products to 
meet the diverse needs of customers both national and international. Today, Elecon is the supplier of choice to 
core sectors like Steel, Cement, Sugar, Chemical, Fertilizer, Plastic and Rubber. 


Worm Gear Box Fluid, Geared & Flexible Couplings EP Series - Bevel Helical Gear Box 


ELECON ENGINEERING COMPANY LIMITED 
Post Box # 6, Vallabh Vidyanagar, 388 120, Gujarat, India. 
Gear Division: Tel.: +91(2692) 236469, 236513, 236516. Fax: *91(2692) 236527 


E-mail: infogear@elecon.com TT 
MHE Division: Tel.: +91 (2692) 237016, 236521, 236590. Fax: *91(2692) 236457 N »t 
E-mail: infomhe@elecon.com 


68 EMTICI ENGINEERING LTD lhways a Mob GIA ad in lC nology 
Marketing & Servicing Company Regd. Off. Vallabh Vidyanagar ‘ i 
Branches: Ahmedabad, Asansol, Bangalore, Bilaspur, Kolkata, Chennai, Dhanbad, Jamshedpur 

Mumbai, New Deihi, Nagpur, Secunderabad, Pune & Vadodara. www.emtici.co.in 


E-mail: response@elecon.com 
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“Be upfront, even If It s unpleasan 


he business process outsourcing 

services industry is still growing at 

6-9 per cent but it feels like a huge 

downturn when vou have come 

down from a growth rate of 25 

odd per cent. This downturn has 
been a lot more severe than previous ones. But 
it is very easy for people to be complacent. So you 
have to do some extraordinary things to cre- 
ate a sense of urgency. You need to be upfront, 
even if it is unpleasant. Tell people that "This is 
among the toughest times that you will ever 
face, tighten your belts and get ready for it” 
No salary raises for a year, no off-site confer 
ences, promotions stopped.... 

Some things you do because you want to 
obviouslv preserve your margins but there ar« 
other things you do to send out signals. One of the 
messages I have tried to get across over the past 
[ew months at Genpact is to make people realise 
that the world has changed competitively, in 
a dramatic way. If vou are a 50-55 vear old 
American who earned $50,000-60,000 ann- 
ually with a pension plan; he has suddenly lost 
his job and mortgage is underwater. I then ask 
my people, "If you were there, what salary that 
you would be willing to work for?" My answer is 
$25.000-28,000. What is my average billing per 
headcount? $30,000. You have to reflect on 
the dynamics of that change. 

| am not sure we recognise that, the number 
of experts available for hire is huge. Talent i: 
available in greater numbers in a way that has 
not happened in the last 50 years. If people get 
very demanding in the developing world because 
there is a shortage of talent, please remember that 
talent is freely available in the developed world 
We hiked our salesforce by 30 per cent over 


the last few months because we found grea! 


talent in the us. These great new people we 


have been able to hire are going to be critical 


N \ 


when growth picks up again 
As told to Kushan Mitra 
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India as four or five major powerful blocks. Currencies 
will also re-align. In short, the global economy has just 
undergone a seismic change. We need to learn our 
lessons from this change and strategise our opera- 
tions accordingly. 

First, we need to diversily risks across geographies and 
currencies. You cannot be completely dependent on 
any particular market. What if three of your key cus 
tomers go bankrupt in a global meltdown? What if you 
have to tackle volatility in currencies, in raw material and 
political risks associated with key markets? The world is 
much more complex today, but at the same time, if you 
disaggregate the risks, it is not as complex as it appears 
to be. The best thing to do is to identify the risks and make 
sure that mitigation measures are in place. 


Second, volatility in currencies will continue to 


What I learnt 


In the downturn 


remain high. Companies should be financially more 
stable in terms of their debt-equity ratio in order to 
handle it. Ideally, companies should keep their debt 
lower than what the market would normally accept. 
That will offer them the much-needed headroom in 
case of a major crash. On the contrary, if there is a 
sudden upswing in the business, a lower gearing will 
allow you to borrow and capitalise on the develop- 
ment. Also, it is time to realise that profits cannot be max- 
imised at the cost of stability. For instance, if a company 
can make 35 per cent return on capital by being verti- 
cally integrated and 25 per cent by being dependent on 
a supply chain. Then, it is prudent to share the risks with 
the supply chain and settle for a slightly lower return. 
That way, even if the worst happens, the company 
survives. Today's business conditions call for the com- 
panies to be agile with a less complex structure. 
Despite your best efforts if you still get stuck in a 
crisis, any knee-jerk reaction can prove counter- 
productive in the long term. Last year, many com- 
panies cut back on supplier schedules, arm-twisted their 
vendors to drop prices and even threatened to hold back 
payments when the crisis hit hard. But when the 
market improved this year, some of these companies 
began facing shortage of inputs, as a few of the badly- 
allected vendors took their time to turn around. After 
20 years of prosperity, companies have forgotten 
human relations. The recent spurt in problems 
involving industrial relations across the country is a 
pointer to that fact. India is a humane society and 
we should be humane even in a crisis. (9 
As told to N. Madhavan 
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tne cost of stability” 


Keep business operations simple and nimble in a world where 
companies have diversified across geographies and currencies. 


his downturn was not just a blip in the 
world economy but a structural shift in 
the centre of gravity from the West to the 
East. It does not mean that America and 
Europe will not be economically powerful 
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anymore; but their relative scale to China and India | 
changed permanently. China, in the next fev 


be as powerful—economically—as the vs or Europe 
India will reach that scale in about 20 years. You 
will have the us, Europe, Japan, China, Korea and 


Pg B44. 


Success often bears 
within itself the seed of 


destruction” 
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-Don t spena a5 


anticipated profits” 


An a high-speed business, 
you aon t look into the 
rear-view mirror" 
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VIKRAM KIRLOSKAR 
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DOSILIVe 


e did go through difficult times last 

year—as every other automaker 

did—but at the end, we did not do 

as badly as expected. We tackled 

the crisis head on and survived. 

And, with the response we've 
received for the Fortuner, | am convinced that a reli- 
able product that brings in customers good value for 
money will survive any recession. 

We decided to tackle the slowdown from the dealers’ 
as well as the suppliers’ ends. They are far more vul- 
nerable than us in a crisis because there is a sudden 
drop in cash flow. So, we ensured that suppliers got 
their money on time and dealers received supplies even 
as we cut production dramatically. 

We learnt that if you can manage positive 
cash flows, you can survive. Alongside, we con- 
trolled inventory and costs. 

At plants where we had surplus capacity, we 
encouraged everyone to engage in skill improvement 
activities, which is primarily concentrated Kaizen (con- 
tinuous improvement), a pillar of the Toyota Way. 
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In the Tier II and Tier III towns. our sales contin 
ued strongly. We realised that the worst-affected 
were the big places closely connected with the rest ol 
the world. 

When the slowdown happened and affected Toyota 
globally, we were really worried about the future of oui 
second plant and the compact car project. My biggest test 
was persuading the Toyota management to go ahead 
with our proposed second plant close to our existing 
plant in Bidadi. 

One of the biggest lessons was never to put money in 
a 100 per cent export-oriented unit. That will only expos 
our investments to huge global risks. | would look at 
good balance between exports and domestic market t 
manage the risk. © 

As told to K.R. Balasubramanuam 
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PRINCIPAL 
LARGE CAP 
FUND 


AN OPEN-ENDED EQUITY SCHEME 






Mutual 
Funds 










Life becomes easy when you have a big friend. 
Having the biggest companies in the country working for you will 








a BS es) NTEI 
enable you to achieve goals that may be beyond the reach of others. Last6 Months | 29-May-09 | 26.68 
Last 1 Year 28-Nov-08 122.41 | 93.08 
Once you have put your money in these companies, through the Last 3 Years 30-Nov-06 | 1286 | 874 
Since Inception | 11-Nov-05 | 2479 | 18.56 
Principal Large Cap Fund, you can sit back and relax while your Past performance may or may not be sustained in the future. 
Note: Returns less than ! year are calculated on absolute basis and 
investments work towards bearing fruit. more than 1 year on compounded annualised basis. “Growth Option 











Statutory Details: Principal Mutual Fund has been constituted as a trust with Principal Financial Group (Mauritius) Limited, Punjab National Bank and Vijaya Bank as the co-settlors 
Sponsor: Principal Financial Services Inc., USA [acting through its wholly owned subsidiary Principal Financial Group (Mauritius) Ltd.]. Trustee: Principal Trustee Company Private 
Limited. Investment Manager: Principal Pnb Asset Management Company Private Limited (AMC). Risk Factors: Mutual funds and securities investments are subject to market risks and 
there can be no assurance and no quarantee that the objectives of the scheme(s) of Principal Mutual Fund can be achieved. As with any investment in securities, the NAV of the units issued 
under the scheme(s) can go up or down, depending upon the factors and forces affecting the capital markets. Past performance of the Sponsor! AMC/ Principal Mutual Fund/ Punjab 
National Bank/ Vijaya Bank does not indicate or guarantee the future performance of the Schemes of Principal Mutual Fund. Investment Objective: Principal Large Cap Fund (An open 
ended equity scheme) To provide capital appreciation and /or dividend distribution by predominantly investing in companies having a large market capitalization For the purpose of this 
Fund, Large Cap Companies are defined as those having market capitalization greater than Rs.750 crores as on the date of investment (or any such amount as may be specified by India 
Index Services & Products Ltd (IISL) from time to time) being the upper limit of market capitalisation as a criteria for inclusion of a company in CNX Midcap 200 Index. However, should IISL 
come out with a definition of 'Large Cap companies’, the same will be utilized. General Services: NAV will be declared on all business days. Terms of Issue, Sale & Repurchase: Sale & 
Repurchase on all business days. Load Structure: Exit Load: If redeemed on or before 1 Year from the date of allotment - 1%. Principal Large Cap Fund is only the name of the Scheme 
and does not in any manner indicate either the quality of the Scheme or its future prospects or returns. The Sponsor and any of its associates including co-settlors are not responsible or 
liable for any loss resulting from the operations of the Mutual Fund beyond the initial contribution of an amount of Rs. 25 Lakhs towards setting up Principal Mutual Fund. Investors in the 
scheme are not being offered a guaranteed or assured rate of return or monthly or regular/periodical income distribution, and the actual retums and/or periodical income distribution of an 
investor will be based on the distributable surplus. For scheme specific risk factors, terms of issue etc. investors are urged to read the Scheme Information Document (SID) carefully and 
consult with their legal/tax/investment advisor before they invest in the Scheme. Copy of SID can be obtained at the investor service centres of AMC and website: www.principalindia.com 
Alternately investors can call our Toll Free No: 1800 22 5600 to obtain a copy of the same 
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my old friend in the Belgian headhunting firm Spencer 
Stuart, and told him I had decided to set up an end-to-end 
multimodal air and ground logistics company. and to find 
me a CEO from FedEx, UPS or DHL. 

The Deccan-Kingfisher marriage was not on the 
cards then, but I reckoned that with Air Deccan now a 
Rs 2,000-crore company, I could incubate Deccan 
Express Logistics and build one more company. 

From the list that Thierry sent me, I chose Jude 
Fonseka, who was the Head (Sales), FedEx, in Australia, 
primarily because he had earlier spent four years in 
India setting up FedEx. I told Jude to build the best express 
logistics company for India. Jude re- 
cruited around eight people—mostly 
from FedEx—to head various func- 
tions and went about creating a busi- 
ness model and a business plan. 

Then I got completely wrapped 


my cro in Air Deccan and who was also on its Board. We 
took stock and it became clear if we did not launch com- 
mercial operations in the next six months, the dream 
would dissipate, people would start leaving and along 
with it all the investments already made. We had been in 
the womb too long. We had to deliver. 

Regardless of the resources | had, we were a start-up. 
Everything had changed —but not our strategy or busi- 
ness model. We had to take drastic decisions fast. I told 
Mohan to sell all my stock and offered my he "use on 
mortgage to show my commitment to the bank. 





[wo of my earlier investors gave me a few 
million dollars. | returned it partly out of arro- 


upin Deccan. We were growing, ata. GaNCe, partly out of optimism and stupidity...” 


frenetic pace, but still losing money. 
The stock market was going through 
the roof, and I thought I must raise more capital through 
a strategic investor... I allowed Vijay Mallya to invest in 
Deccan and acquire a 46 per cent stake for Rs 1.000 crore. 

Just before the merger, Deccan's market cap reached 
a dizzying $1.1 billion! All the original investors had 
an option to exit and many made unimaginable gains. | 
was happy. I was immersed in the Deccan merger with 
Kingfisher... hundreds of bankers and investors sought 
me out to manage my private wealth, to lend me money. 
Private equity (Pt) funds were chasing me. Two of my ear- 
lier investors actually gave me a few million dollars. I 
returned it partly out of arrogance, partly out of my 
optimism and stupidity... 

Then, the world's financial markets collapsed. Almost 
all the 50-odd ps funds that had been talking to us got cold 
feet. Some ofthe funds themselves collapsed. The cloud 
on which I was sailing evaporated and I saw that I had 
no parachute... 

For the logistics venture, we had made advance pay- 
ments for aircraft, and had taken in over a 1 50 people 
from the top rungs of FedEx, ou. and urs. We had even 
built an express logistics rr system. But no one came 
forward to actually put the money. The world had 
changed, but we continued to bury our head in the 
sand, chasing PE. 

Suddenly, I realised that I had started Air Deccan and 
before that Deccan Helicopters in recessions, without any 
money. Now I had money. resources and a name. And I 
was waiting for an angel to come and invest! I realised with 
horror that if I did not act with speed we would come to 
grief. I realised I had to move with lightning speed or miss 
crossing the chasm by a millimetre. I called Mohan Kumar, 
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and innovate to launch with the resources available. 
Mohan suggested we go for the franchisee model instead 
of doing everything ourselves. 

Other team members chipped in. enabling us to 
scale up much faster than what we had planned, at 
half the investment but with better cash flows. There was 
immense energy and entrepreneurial spirit waiting to be 
tapped: The recession had idled a huge amount of 
infrastructure across the country. The franchisee saves 
and chases a rupee better than an employee. 

War time needs a diflerent kind of leadership and 
courage. I asked Mohan to come on board full-time and 
lead the team. It required a total restructuring... Instead 
of trimming the workforce, we opted for a 25 per cent pay. 
cut to conserve cash. I told everyone that times were 
tough, but we would have to be tougher... Aircraft, real 
estate, human resources were all available now at much 
lower costs. I told them I will pitch in all | have—my stock, 
my house—into making this succeed, This galvanised the 
team, and almost everyone wrote back saying they were 
ready to make any sacrifice. 

Things started falling into place. Economy started look- 
ing up. Banks, led by State Bank of India. lent us money. 
We were overwhelmed with 2,800 applications for fran- 
chising, warehouses, trucking, surface hubs and pick-up 
and delivery of first and last mile. 

We acquired space in 17 airports. The government 
went out ofthe way and DEDE us get nese e Pune 


f gi Was Bieb in vs ibn: six nin. Ww e 
launched Deccan 360 on November 4, 2009 from Nagpur. 
And PE funds are knocking on our doors again. 





decided to stop looking for outside equity and raise debt z 


China's economy moves fast. Make sure your shipment does too. 


If your delivery doesn't arrive when it's needed, it might not be needed at all. At FedEx, we handle up to 35,000 shipments per 


hour at our Asia-Pacific hub in Guangzhou. Helping you get it there quicker to more than 200 cities and counties in China. 


FedEx delivers to a changing world. 


experience fedex. om/reliable 
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CAPT. G.R. GOPINATH 


“Success often bears within. 





A f 


itself the seed of destruction” 


What would have taken 20 years with our own funds was accomplished 
in less than six months, thanks to the government. 


he year: 2007. Air Deccan was the largest 

airline in the country in terms of net- 

work (connecting 67 cities every day as 

against 43 by Indian Airlines and 44 by 

Jet Airways) and the second-largest in 

terms of market share with 22 per cent 

against Jet's 22.6 per cent. We were still not breaking 

even—but the economy was booming, the stock markets 

were on a roll and Air Deccan had deployed 45 
aircraft in 45 months! 

I was called out of my yoga—a fully-loaded Air 

Deccan flight with 180 passengers from Delhi to Kolkata 

had a failed engine in mid-flight, possibly because of a 
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bird hit, and was now flying on one engine. Nol 
uncommon in aviation, but I was nervous till the flight 
landed safely. When the onward flight was cancelled, 
waiting passengers erupted in anger. Fortunately, w« 
had a new Rolls-Royce/ Pratt & Whitnev/ i^& engine 
parked in an air-conditioned hangar in Delhi. Fly it 
to Kolkata, I ordered. Trouble: There was no freighter 
aircraft in India large enough to carry the engine. So 
we had to send the engine to Singapore via an inter 

national freighter and from there to Kolkata. Cost 

Over Rs 1 crore. Time: Six days. That beat even Tughlaq! 
jut here was great opportunity. 


| reached for the phone and called Thierry Lindenau 








of the economy. It is time to refocus on innovation and 
building value for the customer besides improving cost 
and process-efficiencies. 

The recession taught me more sharply than ever 
that optimising resources and being the best-cost partner 
is something that businesses cannot stop doing. It is always 
about building sustainability in the business model. A 
happy customer is no reason to stop innovating and 
heady growth is the best time to look for optimising costs. 
The time to build frugality is when there is no need to. 


Constraints as Triggers 

of Innovation "x 

| have also learnt to look at constraints as the framework 
in which to innovate. The more the constraints, the 


What I learnt 


In the downturn 


Optimise resources and 
be the best-cost partner. 


Don t become 
conservative; take 
e Calculated risks. 


Don't stop the flow of 
questions; questions help 
e build up confidence. 


more the opportunities to ask how can we become 
relevant to existing customers and make invest- 
ments that will keep us prepared for the future. The 
biggest risk of a slowdown is that the company 
embraces conservatism. An entrepreneurial culture 
takes time to build and it is easy to undo what may 
have taken years to build. 

In difficult times it is even more critical to be 
customer-centric. We should use a slowdown to 
sharpen our understanding of customers and work 
with them to see what lies around the corner for 
their business. In the face of a slowdown the 
customers' priority is to reduce costs and conserve 
capital. Have a clear solution that will help the 
customer win. 

Make some bold strategic moves and build sus- 
tainable competitive advantage. In tough times it 
is easy to follow the majority and be conservative, but 
leaders set themselves apart by taking calculated 
risks and changing course. The tough times are a time 
to redefine the markets and customers. With its recent 
acquisition of Yardley, Wipro now covers a wider 
footprint by tapping into the Yardley consumers in 
Asia, the Middle East, Australia and Africa. 

The other important lesson I have learnt is to 
encourage team members and employees to ask 
questions. Never stop the flow of questions. There is 
no time like a crisis to question age-old practices, 
beliefs and assumptions. Innovations come from 
those who are not afraid to question even models 
that are successful and have no need to be tinkered 
with. Questioning helps build confidence. 

Winning is about leveraging adversity to build a 
winning culture. Business cycles are like the hurdles 
in a race. You can choose to either let them break 
your pace and slow down or you can just knock 
them off and keep running. © 
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Ta ^ t+thAnrn ic 
IS when there IS 


The recession taught Wipro the importance of innovation, optimising 
resources and being the best-cost partner of its clients. 


dversity gives us a chance to question our 
models of success and also take a closer 
look at failures. Economic downturns are 
an intrinsic part of any business cycle but 


thev hurt us when we are not prepared 
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lor them. The current downturn is an opportun 


examine the assumptions on which a busin 
hinged. Many assumptions and issues that v 
and unseen, given the dizzying pace o 


industry, have been questioned with t 
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Cement 






relatonsnio with 





your employees 


here are always the obvious lessons in a 


downturn about the need for cost-cutting 

and belt tightening, but to me, the most 

important lesson is to use the downturn as 

an opportunity to cement the relationship 

with your employees. For, at the end ol 
the day, the most critical resource in any knowledge 
industry is people 

Despite the experience of 2002—when a slowdown 
in the information technology, or ir, business and 
subsequent bounce back created shortage of talent in the 
industry leading to high attrition levels and big jumps in 
salaries—most companies have not done anvthing 
about it and have largely confined themselves to taking 
steps to trim the lat, so to sav. That is often penny wise. 
pound foolish. 

One company that did all it could to retain people. 
even through a "life-threatening" crisis. was Satyam 
Computer Services (which Karnik was briefly Chairman 
of when it was brought out of an accounting scandal and 
sold). This has paid off, as the company (now Mahindra 
Satyam) is now back on its feet. One of the major reasons 
why it survived—unlike other such cases where the 
company just vanished—was the loyalty and commit- 


ment ol the employees. The underlying factor for this was 


, 





the company's long-time emphasis on investing ii 
recruitment, training and motivation. In the worst 
possible crisis with big doubts about survival, Satyam 
employees performed so well that customer after customer 
saw a quality ol service far above service level agreement 
and better than in the past 

Second, and slightly in reverse, the slowdown is 
also a great time to try and get talent, particular 
from outside the country. This is because the downturn 
has allected other countries more than India a 
many—particularly in the developed count: have 
either lost jobs or have taken pav cuts or are just 
unsure of the future. They see excitement in Indi: 
and future growth here. The best way to enter nev 
markets or industries is to hit the ground runni 
and to do that vou need people who havt 
and who know these markets 

Only few companies, however, have capitalised on this 


and manv have lost out on this chance. G 
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aint-Gobain Gyproc is about the future of construction. Construction that pushes your 





magination. Showcased — The Agora Theatre, The Netherlands, a complex architectural design 


reated by integrating Gyproc's high performance products. 


irr 
SAINT-GOBAIN 


GYPROC 
iyproc’s Eco-friendly products deliver on: 





esthetics Acoustics Resistance Resistance Resistance Resistance Formerly India Gypsum Limited 





In the 1 
constr 





will demand high performance, lightweight and faster solution: 





Saint-Gobain Gyproc with its global expertise and knowledge of construction products offers world class solutions for ceilings and walls. Through i 
state-of-the-art Gyproc Solution Centre it provides architectural design support, systems engineering, performance warranties, training and on-site 


technical support. This is well supported with 4 manufacturing facilities, 3 drywall academies and a service network spread across the length anc 


breadth of the country. 
= 


Gyproc Range of Products: Gypsum plasterboards, high performance drywalls, acoustical ceilings and wall panels, gypsum plasters, metal 
framework and finishing products. 


For more details: Call us at +91 22 4021 2121 or email us at: gyprocindia@saint-gobain.com or visit us at: www.Saint-gobaingyproc.in 


Harvest Communications 


de-coupling story was stood on its head. 

One thing we as well as our clients learnt last year 
when the funds tap shut immediately was that one 
should raise the money whenever it's available. 

Don't go to the market only when 
you need the money. If there is 


money available, valuations are e Raise money 


J | 
i 
3 
! 
1 
\ 


whenever it's available \ 


there is a $2-billion initial public offer. 
Many downsize and upsize in emerging markets 
according to the market activity. But at UBS we 
didn't do that and we have kept our team con- 
stant. We want to be seen as a part of the local 
fabric and not just as the global bank. 
The other thing for us was to keep costs 


A 


good and you can articulate your and investors are ready low. We made it sure that our focus on cost 
story well to investors, go and raise the to buy your story. didn't go away even when the business 
money whether it is equity or debt. ipn started picking up. 

Second, we learnt to stay in front e Diversify Dusiness Another lesson for us was to de-risk 
of the clients through our or their good or income streams across business. There was this huge debate 







bad times. to stay aligned with them. I 
communicated this strongly to my team. 
Don't take the relationship as a deal by deal 
or an opportunistic one but see it as a 5-10 
year relationship. It doesn't matter if that 
client interaction doesn't generate revenues in one 
year, the client will reward you for that. Clients will 
see through you when you approach them only when 


ix eee” "T < 





fee-based and annuity- 
like services. 


about one-bank or universal bank model 
and consensus was that universal 
banking model has some benefits over 
a stand-alone bank. The reason we got our 
commercial banking licence in India is that we wanted 
to de-risk our business away from investment banking 
into corporate and private banking. 
As told to Rachna M. Koppikar 
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or corporate gift ideas, please contact Mr. G.M.Kishore Kumar at, Phone: 040-23868092 M 


Branch Offices- 
For Quality Products from EVEREADY visit: www. 








Delhi: +919811105643 Mumbai: +919967713561 Kolkata: +919830269827 Chennai: +919885 104560 
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40, Chairperson & CEO, UBS India 
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The world is a village when it comes to capital flows. If there 
is a systemic problem in one or the other markets, then no mat- 
ter how strong your fundamentals are, fund flows will get 
affected. That's what happened in India last year when the 
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HL 02 HL 03 HL 01 HL 05 HL 07 
MRP Rs. 175 MRP Rs. 275 MRP Rs. 450 MRP Rs. 150 MRP Rs. 375 MRP Rs. 350 


"MRP inclusive of all taxes 


Bright white light e Continuous, unflickering light e Push button, easy to use e Convenient handle 
Long lasting ABS body e No risk of fire e Smoke-free light e No black soot or odour e No recharging required 








Nobody sends our products 
out of fashion like we do. 


To call our employees passionate would be 
putting it mildly. We're mad, mad about oil. We're 
always asking ourselves, "What next?" And that 
single question has helped us break new barriers, 
set new standards and always be better than the 
last time around. Just like the Land Speed record 
we've set, 21 times over. 


We've introduced many of India's lubricant firsts: 
the first multigrade diesel engine oil, the first 
dedicated two-stroke engine oil, the first diesel 
engine oil with synthetic technology, and the 
world's first gel based grease amongst others. 





At Castrol it's a constant process of innovation 
and improvement. 


Much has gone out of fashion in the last 100 years, 
as they should. Except of course, our obsession 


with innovation. As a glorious Centenary comes 
to pass, we assure you—the best is yet to come. 


(Castrol | 
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N. SRINIVASAN 


“Never expand 
in a Tractured 

market USING 
debt ^ i 


ven as most world economies collapsed 
last year leading to a massive credit 
squeeze and fall in demand, the Indian 
cement industry grew by 9 per cent 
This year it is growing at 12 per ceni 
Having said that, the cement industry 
sullers its share of frequent downturns, more often 
caused internally through bunched-up 
capacity addition, which sends prices crashing till 
demand catches up with supply again. Today, we are 
possibly heading into such a situation, considering 
the substantial capacity added in the last two years 
The single most important lesson that down 
turns have taught me is that of controlling debt. 
Adding financial risk, on account of higher leverage 
to the business risk that any project faces, has to 
be avoided. This we learnt after our spate of debt- 
financed acquisitions in the early part of this decade 
that took our capacity from about 4 million tonnes 
in 2002 to 9 million tonnes by 2004. When the 
prices collapsed in the ensuing downturn we found 
ourselves asset-rich but with a huge debt and an 
insufficient margin to pay interest. The lesson: Never 
expand in a fractured market using debt. It took a 
while for us to recover 
It is also important that a company be as lean as 
possible to face periodical downturns. Lean in terms of 
manpower with high levels of productivity—in other 
words, ensure optimum use of man and machine. A1 
one time, we had 6,000 employees for 1.5-million 
tonne capacity. Today, we have 3,500 employees for 
14 million tonne. Thus, we are better prepared to fac: 
any future slump in demand and prices. © 


l ^ 
As told [ N Madhavan 


People trust our oil. 


Often, even with their savings. 


Castrol is at the heart of healthy engines. Being a 
BSE Group A stock (and one of the bluest of 
blue chip companies) it is at the heart of healthy 
investments, too. Over the years, Castrol has 
performed—both on the roads and on the 
stock exchange. 


Our stakeholders recognize us for our stability, 
and not without reason. Just last year, crude oil 
prices doubled. Yet, our profits continued to 
grow. And in spite of the recent upheavals in 
the stock market, our dividend touched an all 
time high. 





m» 
IT'S MORE THAN JUST OIL. IT'S LIQUID ENGINEERING: Castrol 


The world is stepping out of a tough financial 
phase and Castrol is poised, ready to scale new 
heights. As a glorious Centenary comes to pass, 
we assure you—the best is yet to come. 


SCastrol / es, 
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Down Memory Lane 

It was the best of times, it was the worst of times...so wrote 
Dickens ages ago but his words hit home even today. As you 
rightly observe in India’s Best Decade... (Br cover, Dec. 27), 
the years 2000-2009 not only offered the best growth 
opportunities for businesses and individuals they also held 
out some hard-nosed lessons for all of us. spreha Rai, Coimbatore 


The Best is yet to Come 

Your cover package on India's Best 
Decade... strikes a collective chord. The 
last decade saw the soul of India Inc. find 
global utterance while our economic 
success stood out. You are spot on to 
predict that India's growth story will only 
accelerate in the years ahead since we 
have growth momentum going into 2010 
and the years beyond. Geeta Satish, Chennai 


The Rise of Indian MNCs 

I agree with your assessment of our corpo- 
rate achievements during 2000-2009 (A 
Launchpad for the Indian Multinational, Br 
cover, Dec. 27). The period saw Indian com- 
panies go forth and conquer new ventures 
in new worlds by way of overseas acquisi- 
tions, joint ventures, and greenfield proj- 
ects. From manufacturing to energy and 
engineering, Indian firms moved successfully 
to acquire overseas business, not just in 
other emerging markets but also in Europe 
and America. Today, as a new decade is 
about to kick into gear, we already see a 
subtle shift in business clout leaning away 
from America and Europe towards India 
and China. Shashi Shekhar, Bangalore 
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Priming for Success 

.. LO Years to $3 trillion (BT cover, Dec. 27) asks what can be done to make 
India a $3 trillion economy. I am sure the government needs to ensure a more 
hospitable business climate besides fixing its own fiscal roof. While a few 
judicious nips and tucks to the Budget should do the fiscal trick, more 
market reforms and regulatory measures are needed to attract global investors 
wanting a bigger beachhead in the Indian market. Rajnish Thakur. Delhi 
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In Need of Succour 

From Farm to Firm to Fork (nt, Dec. 27) 
paints an overly optimistic outlook for 
farmers if not the agricultural sector itself. 
Recent years have seen a giant mark- 
down in the contribution of agriculture to 
the economy. Agricultual productivity 
has become more or less static with 
increasing number of farmers hanging 
their ploughs and moving to more paying 
sectors. It may be a ripe time for more 
corporates to enter the field and bring 
along a large dose of red-blooded capital- 
ism, but whether that will energise the 
sector is not sure. Pradeep Hooda, Gurgaon 


An Empowering Agent 

Your case study on rrc’s e-Choupal (BT, 
Nov.1) presents a good picture of how the 
movement is adding value to the agricul- 
tural suply chain in rural areas and bring- 
ing prosperity to farmers at the bottom of 
the pyramid. Ratna Deep, Bangalore 
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vear 2009 was rung in 
ona sombre note. The 

prognosis for the econ- 
omy and the industry 


was grim as India grappled with the fury of 
the downturn. 

Happily, though, as the year wore on it be- 
came apparent that the Cassandras were likely 
to be proved wrong. In the second-half of 
2009, the Indian economy, spurred by the 
stimulus packages—adding up to Rs 1,68, 000 
crore— seemed well on the road to economic 
recovery. Today it is being driven by manufac- 
turing, which is stirring back to life. Consider 


the lrg! bra ino Currey j' in 


automobiles—in November 2009, car sales 
recorded their highest growth in six years. 
Investors heaved a sigh of relief as the bulls, 
too, took the cue and the “feel good” factor 
was back on Dalal Street. 

By all accounts, the recovery is expected to 
gain momentum in the new year. A couple of 
worries: The impact of the gradual phasing out 
of the growth stimuli, and the possibility of 
interest rates heading north to counter 
spiralling inflation. 

Over the next few pages, we identify ke 
themes that played out in the Indian economy 
and markets, and across sectors in 2009, and 
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Policy 


U-TURN 
AHEAD... 


. though less sharp than the one 


economic policy makers had to 
take in the second-half of 2008. 
PUJA MEHRA 


arely is there so much certainty 

about policy-making as 2010 

is holding out. It can be said 

unambiguously that the fiscal 
Bad monetary policy will see U-turns. As 
the finance ministry —and also RBI—moves 
its foot from the accelerator to the brake, the 
debate in the new year will not be on what 
to give but what to take away from the 
industry and consumers. We are talking of 
different parts of economic stimulus that 
were so generously doled out to keep the de- 
mand in the economy insulated from the 
global economic meltdown (see Government 
had to step up its demand, page 148). While 
this may be unsurprising, it still marks a big 
departure from the past when the first 
quarter of every calendar year was marked 
by tax incentives and wider reforms. 

To begin with, Budget 2010-11 could 
well be a complete reversal of the last one. 
Finance Minister Pranab Mukherjee pump 
primed the economy to push growth then. 
This time he will go slow on tax sops and 
spending boosters. In less than a year, the 
fear of freeze in economic activity has been 
replaced by worry about overheating. The 
latest economic data ranging from 
rebound of export growth to 7.9 per cent 
app growth during July-September 2009 
also support such concerns. 

Stimulus meant government help- 
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ing with both hands—cutting tax rates 
and increasing spending. This was a dou- 
ble whammy for government finances 
(fiscal deficit at a 16-year high of 6.8 per 
cent of cpp) but a double-delight for con- 
sumers and businesses. So no further 
tax cuts, though it's not certain if some 
cuts of the past will be reversed, such as 
the service tax reduction. The introduc- 
tion of csr (Goods and Services Tax) from 
Aprill, 2010. if it happens, will change 
the indirect tax system. 

Some revenue generation efforts could 
well present some wealth and business 
creation opportunities. The proposed 
mega disinvestment plan would be one 
for investors. An end of the easy interest 
rates regime—which will be good for 
savers but bad for borrowers—is also 
fairly certain. The rai did well to manage 
government borrowings without crowd- 
ing out the private sector. But now, it 
will have to tighten afresh to curb ris- 
ing inflation. 

India Inc. can no longer expect the 
government to be the sole engine of 
growth. The only policy push the latter 
can afford is to make doing business 
easier and concentrate on efficient 
delivery of public services. In other 
words enabling a do-it-yourself strat- 
egy for India Inc. 
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PSU stocks will be in the spotlight in 
2010, if the government walks the 
talk on disinvestment, circa 2003. 


VIRENDRA VERMA 


n June 2003, the Maruti (ro (offer 
price Rs 115) became one of the har- 
bingers of the longest bull run in the 
Indian stock markets. Will the psu 
IPOs and rPos planned for 2010 recreate 
some of that effect? To be sure, after an an- 
nus horribilis in 2008, the bulls are back 
in business already. Consider this: in 
2009, the bellwether Bst Sensex has 
soared 75 per cent and outperformed 
most equity markets globally. The rea- 
sons for the euphoria are not hard to pin- 
point—upturn in the domestic economy, 
a stable government after general elec- 
tions, expectations of a revival in the 
global economy and robust ri inflows. 
And even as analysts appeared 
divided on whether the Sensex—trading 
at a forward earnings multiple of 16—was 
a touch expensive than most emerging 
markets, came a policy initiative which 
could be the next big trigger for the equity 
markets in 2010. The decision by the 
Union government to divest stake in all 
profit-making public sector undertakings 
(PSUS) is to meet the mandatory listing of 10 
per cent public ownership. On a conser- 
vative estimate, the government can raise 
at least Rs 25,000 crore through disin- 
vestment in 2010. Some ofthe big-ticket 
PsU share sales expected in the 
new year include 5 per cent stake offering 
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in power utility 
major NTPC, 8.38 per cent in min- 
ing firm NMDC, and 5 per cent in 
steel maker SAIL. 

This has rekindled hopes on Dalal 
Street that disinvestment will come as a 
booster dose for bulls in 2010— perhaps in 
many ways a repeat of 2003-04, the fiscal 
year to have the highest mobilisation 
through disinvestment during the previ- 
ous National Democratic Alliance (NDA) 
regime. During this period, share prices of 
several divestment candidates, like GAIL 
and oNcc, had shot up between 50 and 
100 per cent. 

So far, investors have preferred to 
wait and watch from the sidelines for 
some concrete steps by the government. 
"There have been a lot of announcements 
but hardly any action," says Prithvi 
Haldea, Managing Director, Prime 
Database. But clearly, if the government 
walks the talk, it will be the defining theme 
for the stock markets in 2010. Haldea 
points out it will be a win-win for every- 
one. The value of government holding 
in PSUs will rise even as they mop up 
additional resources from the market. 
And investors, too, will make significant 
gains on their equity portfolio. 


WATCH 
OUT 










The Government 
could raise a 
possible Rs 25, 000 
crore through 
divestment. 


At least 5 listed 
PSUs could make a 
follow-on offer. 


Another five 


unlisted profit- 
making PSUs could 
go in for IPOs. 


Some of the 
biggest PSUs- 
NMDC, SAIL, NTPC, 
and Coal India—will 
tap the markets. 
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Banking 


GOOD BANKS, 
BAD LENDERS 


Indian banks were reluctant lenders 
in 2009 amidst the slowdown. The 
incipient economic recovery, though, 
could turn the tide in the new year. 


ANAND ADHIKARI 


or Indian banks, 2009 was a 

topsy-turvy year. They were flush 

with liquidity but ironically still 

reluctant to lend. Indeed credit 

olltake, for myriad factors, remained slug- 
gish for a large part of the year. 

The economic downturn, of course, 

had a lot to do with the caution demon- 

strated by banks. Default risk in an uncer- 


tain business environment led to a flight of 


bank capital into perceived safer avenues 
like mutual funds and government securi- 
ties. Then, there were other reasons as 
well. Corporates, too, shied away from 
bank credit as the slowdown hit home with 
telling impact. Many companies 





across 
sectors like steel, cement, auto and auto 
ancillary—found themselves neck deep in 
inventories (unsold stocks) which also 
forced them to cut back on future expansion 
in capacities. And for the first time, the 
new growth driver for banks, retail credit, 
saw signs of wearing off. 

The result: RBI lending statistics reveal 
a massive drop year-on-year with growth 
in non-food credit plunging to 11.2 per 
cent (as on October 9, 2009) from 29.4 
per cent a year ago. Amidst it all, banks 
continued to show robust bottom line 
growth. According to Indian Banking 
Association (IBA), the net profits of 27 lead- 
ing public sector banks rose from Rs 26,988 
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RAMEN SARKAR 


crore in March '08 to Rs 34,319 crore in 
March '09. The reason: low non-perform- 
ing assets, higher operating efficiencies 
and focus on low-cost current account 
and savings account (CASA) deposits to lend 
in the market. 

So, will banks shed their inhibitions in 
2010, given the incipient economic 
recovery? They surely will, say experts. 
There are already tell-tale signs of both 
corporate and retail credit picking up, they 
say. "In the next few quarters, corporate 
loan growth will probably outpace retail 
loan growth given the capex cycle and in- 
frastructure loan demand," believes Paresh 
Sukthankar, Executive Director, Hprc Bank. 

Also, all eyes would be on Mint Street to 
see how the central bank tackles inflation 
without disturbing the growth momen- 
tum. The projected inflation figure of 6.5 per 
cent by March 2010 could mean that 
interest rates will be headed north. The 
inflation rate had already reached 4.78 
per cent in November. But analysts are 
not unduly perturbed. Edelweiss Securities 
in a report points out that there would 
only be a gradual tightening. “We don't 
expect a knee-jerk reaction from the regu- 
lator," it says. Then, there is also surplus liq- 
uidity in the system on the back of soaring 
capital flows which create enough oppor- 
tunities for banks to lend. 
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Infrastructure 
lending to pick up. 


Bump-up in 
corporate credit 
due to revival of 
expansion plans. 


Retail loans 
to accelerate, 
especially 
mortgages. 


Banks to focus 
on financial 
inclusion and 
mobile banking. 
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Telecom 


A MATTER OF 


CONTENT 


With voice tariffs falling sharply, 
telecom companies are trying to 
bolster data revenues and, to do 


that, they are increasingly turning 


to content. KUSHAN MITRA 


arlier this vear, when this corre- 
spondent had travelled to the dis- 
trict of Kolhapur in Maharashtra. 
well beyond the reach of the FM 
radio stations in Kolhapur town itself, 
mobile subscribers were enthusiastically 
using Idea Cellular's "Mobile Radio" service. 
At a cost of Re l-a-minute, mobile sub- 
scribers could dial up the operator and hear 
virtually any song they wanted to. And 
much like caller ring-back tones, which 


are used by an estimated 15 per cent of 


India's 500 million mobile phone sub- 
scribers. dial-a-song services (no matter 
what brand it is) today serve up an esti- 
mated 100,000 minutes of music daily 
and give operators a valuable source of ad- 
ditional income. This has given the piracy- 
plagued entertainment industry an acci- 
dental path into digital revenues in India. 

However, it isn't just music. India's 
biggest operators have already started 
offering videos of rv serials, cricket clips 
and dance numbers as downloads. Others 
are offering both Web and local search 
services from inside their "walled garden" 
Internet sites (such as Airtel Live and 
Vodafone Live) alongside syndicated news 
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content. While mobile operators cannot 


offer "Live" Tv services due to a lack of 


bandwidth, Tata Teleservices' Photon 


laptop dongle is offering several channels of 


live Tv over the company's data networks (at 
an astonishingly high price—around 
Rs 1,000 a month). 

With India's impending move to a data- 
rich next-generation mobile networks, 
these small moves into the entertainment 
space by mobile companies might become 
a flood. In an interview to Business Today 


earlier this year, Manoj Kohli, Chief 


Executive Officer, Airtel, had said that he 
wanted Airtel to become an entertainment 
company, though categorically ruling out 
content creation. With 500-plus television 
channels. 100-plus davs of live cricket and 
close to 1,000 Hindi movies released in a 
year, the need to become a content cre- 
ator might not seem obvious. 

But with more of the same on every 


news channel. it might not be surprising if 


a telecom operator actually starts an in- 
house branded entertainment channel for 
exclusive content as a differentiator. And 
this might actually happen sooner rather 
than later, vehement denials aside. 








36 and 
Broadband wireless 
auctions are sup- 
posed to take place 
in January 2010. 


The first private 
3G networks might 
be operational as 
early as July- 
August 2010. 


Wired Broadband 
prices might be 
driven down further 
as connectivity 
improves. 


All-you-can-talk 
voice plans might 
be introduced as 
prices continue to 
be driven down. 





Automobiles 





YEAR OF THE 


BIG" SMALL CAR 


There is now a growing class of buyers who want a small 
car—but not one that is your typical small car. And the 
car-makers are only too willing to oblige. KUSHAN MITRA 


Hyundaiiz0 i 


Honda Jazz 


or the automobile sector, 2009 
will probably be remembered as 
the vear the Tata Nano took to 
Indian roads and small cars con- 
tinued to dominate sales. Six out of every 
10 passenger vehicles sold in India 
(including utility vehicles) were small 
cars in 2009. But guess what? The small 
car market itself is fragmenting, and not 
just towards ultra low-cost cars such as 


the Nano. There has also been a surge of 


demand for "big" small cars such as 
the Hyundai i20, Honda Jazz and Fiat 
Grande Punto. 

The sudden rise of this segment has 


to do with, of course, the availability of 


such vehicles and the fact that some 
customers are willing to pay a premium 
for such vehicles. The Honda Jazz and the 
popular top-end variants of the i20 and 
Punto cost upwards of Rs 7 lakh. more 
than a Swift Dzire, Tata Indigo, Hyundai 
Accent, Renault Logan or a Ford Ikon. 





Ford Figo 


Some in the auto industry see this as a 
growing trend because car-buyers are 
losing their fixation with the "boot", 
where a three-box car was seen as à 
status symbol. In city commuting and 
particularly while parking both at home 
and in commercial areas, a smaller 
car has benefits that no three-box 
car can match. 

That is not to say that this segment 
isn't about to see a price-war. Car man- 
ufacturers are launching vehicles to 
cater to this market. So, watch out for 
several new launches in this category 
in 2010. 

This was also the year that saw the 
entry of Harley-Davidson, Ducati as well 
as superbikes from Suzuki and Yamaha 


into India. bringing in brutal doses of 


horsepower at a high cost. As this 
segment, too, grows, expect other high- 
end motorcycles to be launched in India 
through the year. 
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such as 
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to break Tata 
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Jobs 


REBOUND 





TOO EARLY ?- 


The jobs are back. Will hiring gain 


momentum in 2010? 
SAUMYA BHATTACHARYA 


n the first two weeks of December 

2009, Korn/Ferry International had 

10 mandates to fill ceo and vp level 

positions in industrial sectors across 
India. In the preceding six months, this 
number was a measly two. "We are seeing 
consistently positive signs in several sec- 
tors," says Deepak Gupta. Country Head 
and Managing Director, Korn/Ferry 
International. 

A year ago, the job market in India, 
like in the rest of the world, sank as 
economies went into a tailspin. Hiring came 
to a grinding halt across sectors in the first 
two quarters of the 2009 calendar year 
as economic uncertainty gripped India Inc. 
By the third quarter, though, companies 
had started looking at acquiring talent 
selectively as cautious optimism returned. 
At the close of the year, the expression to 
hire is translating into real numbers. 

Isn't this enthusiasm a bit too early 
in the day, though? Says Pratik Kumar, 
Executive Vice President, Hr, Wipro: “Based 
on all indications, jobs seem to be back. You 
can clearly see more activity happening 
compared to a quarter or two ago." 
Though he has no numbers to share, 
Wipro has plans to hire, visit campuses. 
and bring experienced hands on board. 
"It would be different, had you asked me 
this question six months ago," he says. 

At the moment, the growth in hiring is 
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being driven by industrial sectors. Life 
sciences and healthcare, too, have gained 
momentum and telecom has been doing 
good. Technology is also bouncing back. 
However, retail and financial services are 
yet to show any sign of uptick. 


According to Gautam Chainani, Chief 


People Officer, Aditya Birla Financial 
Services Group, sustainable job creation 
in banking and financial services is still 
six months away. "The pick-up will hap- 
pen first in sub-sectors—retail broking 
and commodity firms, wealth manage- 
ment and privilege banking, and insur- 
ance," he forecasts. 

Sure, hiring is poised to gain momen- 
tum, but has India Inc. recovered suff- 
ciently to sustain the job creation? HR 
experts such as N.S. Rajan, Partner and 
Head, Human Capital, Ernst & Young, 
point out that while it might take some 
time for the economy to revive itself to 
its heydays, job creation would necessar- 
ily be an outcome of holding back during 
recessionary periods. "Smarter organisa- 
tions would have equipped themselves 
by tightening their belts, and on the 
people front, they would have reworked 
their organisation structure to enhance 
performance-oriented systems," he 
says. Such companies are now in a posi- 
lion to create new jobs to seize opportu- 
nities that beckon. 
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An overall 
salary growth 
of 5 to 7 per cent. 


Telecom, health- 
care and consumer 
goods expected 
to see 9 to 15 
per cent increase. 


Overall 
increase to range 
from 3 to 9 per cent 
in other sectors. 


Increased focus 
on performance- 
linked rewards. 


HVNHVS NAWVY 


VIT becomes the first 
Indian university 


to get the coveted 
ABET, USA accreditation 


VIT is an International University in the true 
sense of the word. 

ABET, USA the prestigious education body 
has certified VIT's B.Tech. Mech. & B.Tech 
Civil (which are accredited in the first phase 


with the highest possible grade of NGR for a 


For more information about ABET visit 


www.abet.org 


period of six years) to have met its stringent 
standards; an honour that does not come 
easily. It is a significant milestone that sets 
standards for others in the country 


What a proud moment for us, our students 
and their parents! 








BT-TAM India's Most Watched Ads in 2009 


THE ATTENTION GRABBERS 


THE TOP TEN... 


BSNL-Corporate 





Seconds on air: 17,55,610 


Lifebuoy Total ^ Complan 









Seconds on air: 16,07,810 Seconds on air: 9,91,970 Seconds on air: 14,97,625 
Pepsodent Plus GRPs Ponds White Beauty — GRPs Fair & Lovely GRPs Colgate Max 
Germicheck — — 3,874 3.672 Mutiviamn 3,552 Fresh Ge 





Seconds on air: 11,04,005 


n the business of advertising, 2009 

belonged to the Fast Moving 

Consumer Goods category. The BT- 
TAM People Meter System's ranking of 
“India’s Most Watched Ads,” from 
January to November, proves just that. 
Though state-owned Bharat Sanchar 
Nigam Ltd. (BSNL) managed to grab the 
top spot, thereafter it was FMccG brands 
almost all the way. Among the top 25 
brands that grabbed maximum eyeballs 
as per their gross rating points, 10 were 
from the Hindustan Unilever stable. The 
others included the likes of Colgate, 
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Seconds on air: 13,06,735 


Colgate Dental Cream 





Seconds on air: 14,53,725 
GRPs Fair & L GRPs Close Up 
5.292 ~ aS — Med lodhpate 45 











a 
Seconds on air: 7,91,430 


Complan, Idea Cellular, Cadbury 5 Star, 
Airtel, and Castrol. 

The downturn has obviously put the 
consumer durables category on the back 
foot. Interestingly enough, even the noise 
made by new telecom players in the lat- 
ter half of the year is not reflected in this 
list. Insurance, another segment that 
has been fairly active, is also absent. 

The message from all this is clear: 
come boom or bust—life needs to go on. 
We all need to eat, clean our teeth and 
look better and the rwca category is 
pushing all the buttons. 
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Seconds on air: 13,80,505 





Seconds on air: 8,01,675 


„AND THE 


Cadbury 
Bournvita Plus Plus 
3,235 


Dove Cream 
Bathing Bar 
3,117 


Colgate Active Salt 
3,048 


idea Cellular 
3,042 


Pureit Water 
Purifiers 
2,893 


Sun Direct 
2,763 


Cadbury 5 Star 
2,733 


Maaza 


2,733 


Fair & Lovely 
Multivitamin 
2,733 


Dettol Fresh 
2,703 


Garnier Fructis 
2,691 

Garnier Light Skin 
Naturals 
2,679 


3 Onk M Ober Tech Soft 


2,629 


Airtel Cellular Phone 
2,577 


> Castrol Activ 4t 


2,502 





ENIT - ITALIAN STATE TOURIST BOARD 


www.enitit | +91 22 24368186 | Email - enit@indiaitaly.com 





KULDEEP 


FOCUS-GRAPHITI 


(1) DIVIDE AND RULE? 


How it all began 

In the first full year, as an independent 
nation, India has 9 provinces and over 
500 independent Princely states. 





CIRCA 1956: 
The first reorganisation 
The Reorganisation of States Committee 


into 14 states based on linguistic 


compatibility. Princely states and Union 
Territories are also part of the republic. 





CIRCA 2009: 
The saga continues 


The chorus for new states grows 
stronger. 





Proponents of Telangana believe the region has sufferec 
from years of neglect within Andhra Pradesh and a 
separate state will usher in economic development. 
Evidence from India's recent experience suggests thal 
smaller states do prosper faster. But this may not 
replicate elsewhere and economics is not the only basi: 
for new state creation. E KUMAR SHARMA 
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E Poorvanchal Gorkhaland n 
J Prac 
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Rajasthan Assam 
Bihar G ~ V Meghalya 
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\ y Tripura; 
Jharkhand ( 1 f |} d 
Gujarat Bundelkhand ^ |f 
WB ^ 
Madhya Pradesh f 
i Chhattisgarh Aye Mizoram 
Vidharbha 
Maharashtra 


Telangana 






Andhra 


Karnataka Prodesh 


Delhi and exclude Pondicherry. Regions 


The 29 states as of 2009 are in white. They include 
demanding statehood are highlighted in colour. 


V 








unt 








(II) OR DIVIDE AND DEVELOP? 


Created in November 2000, the three new 
states of Chhattisgarh, Uttarakhand and 
Jharkhand have fared better than their 
: mother states-at least on key parameters 
such as growth and per capita income. 


Nl largeted growth rat 
during 10th Plan 
(per cent per annum) 


Achieved growth rate 





















Has historically lagged behind in development- 
the reason why it is a hotbed for Naxalites. 





Newly-created small states have done well. 
Chhattisgarh, Uttarakhand and Jharkhand have 
exceeded growth targets by 30-60 per cent. 


Driven by its size (population of around four crore) 
and a vibrant services sector around Hyderabad, 
Telangana economy has picked up recently. 


it also has abundant water, mineral, coal and 
other resources, making it a viable economic 
and political entity. 


Pradesh | 


LANGANA? 









































Madhya 


TS 


= Source: Planning Commission 
,, Tith Plan document 








~ What doesn't: 


stiff resistance to a separate Telangana state from 
| - Rayalseema. and coastal Andhra regions. 





UPA government's decision was a knee-jerk 
reaction to the TRS agitation without evolving 
political consensus. 








inthe Lok Sabha and Assembly elections, the 
parties in favour of a separate Telangana did- 












not do well. 






Intra-state issues could.become inter-state 
issues. We may have Andhra and Telangana fighting 
over Godavari and Krishna waters. 
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Tribute 


A STUDENT REMEMBERS 
PROF SAMUELSON 


r Asim Dasqupta, West Bengal's Finance Minister, 
was a doctoral student at the Massachusetts 
Institute of Technology (mir) from 1970-75. 
Dasgupta briefly came under the spell of Paul 
Samuelson—an institution at mit and the first American 
to win the Economics Nobel 
1 3. He remembers his former teacher: 








On Personal Interactions: 

Paul Anthony Samuelson has truly been a legend in his 
own time. I was fortunate to be his student at Mrr and he 
taught us a course on Capital Theory in the 4th semester. 
My thesis supervisors were Robert Solow and Jagdish 
Bhagwati, but I had given my thesis to Prof Samuelson to 
read and he not only agreed with it but also suggested 
some improvements. My thesis was on Capital Formation 
in Developing Equity. Prof Samuelson agreed with me that 
there is no contradiction between equity and growth, 
and, in fact, equity can promote growth. 

Prof Samuelson's great- 
est contribution was that 














(1915-2009) 
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who passed away on December 









Asim Dasgupta, 
FM, West Bengal 


he could strike a remarkable balance between the need 
for market efficiency and the need for correct social 
intervention by the government. 


On His Contribution to Economics: 

He was a Keynesian in the most modern sense of the 
term. He single-handedly contributed, in the original 
sense, to all important areas of economic theory and 
application—nicroeconomics, macroeconomics, welfare 
economics, international trade and public finance. He 
was a great institution builder—Mir's economics 
department owes its eminence to him. 

Among the teachers were Robert Solow and Franco 
Modigliani, while Joseph Stiglitz and Paul Krugman 
were among the senior students. All of them later got 
the Nobel Prize. 
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On His Lectures: 

Prof. Samuelson's lectures were remarkable. He used to 
incite the creative appetite in all students. He was a great 
lover of India. Some of his favourite colleagues were 
Sukhamoy Chakravarty and Amartya Sen. I remember 
when he came to his first class with us, he said: "I will not 
teach one aspect of Capital Theory, which is capital and 
development, because Chakravarty has just written a 
book on it." 

I can still remember how he read out from the 
foreword: "Interested as much in the dualisms of 
Tolstoy as in those of linear programming, 
Chakravarty is one of the rarest specimens of that 
nearly-empty set, which is the logical intersection 
of C.P. Snow's Two Cultures. And here is a case of 
water rising above its own level." 

AS TOLD TO SOMNATH DASGUPTA 
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THE NEWSMAKERS 


The Most Newsy CEOs for the year (January-November 2009) 


hough not as high profile as his predecessors, N.R. Narayana Murthy and Nandan Nilekani, 


5Y»—-2. 59 


about Infosys that keeps it in the limelight. There was an Indian face in the top 10 global list, too. 


Top 10 Indian CEOS 


d E dg 








Gopalakrishnan Parekh Tata Mallya 
RANK CEO/Company Total Number of Stories 
1 K. Gopalakrishnan, Infosys — 
2 Deepak Parekh, HDFC ^— 
3 Ratan Vata, Tata a 
4 O.P. Bhatt, SBI — ^ ss. 
S Mukesh Ambani, RIL — — — 
6 Vijay Mallya, Kingfisher — — —— | 
7 Chanda Kochhar, ICICI Bank — —— 
8 Kishore Biyani, Future Group —  — 
9 Anil Ambani, ADAG...... ss 
10  Kiran Karnik, Mahindra Satyam 
News themes most associated with ‘Kris’ Gopalakrishnan 
Product/Services Others Labour Governance Society Legal 

1 d 6 1 «1 1 

f ——— 





Figures in per cent 


Volume of mentions by month for Gopalakrishnan 
4) - = 


37 Gopalakrishnan's newsi- 
ness reached its peak in 
July, when Infosys tackled 
the layoff of over 2,000 
employees with great skill, 
putting some on ‘perform- 
ance improvement’ 

2 courses and helping others 
Jan Ma. May y Sept Nor find jobs elsewhere. 
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Top 10 Global CEOS 





E i 


RANK CEO/Company Total Number of Stories 
K.D. Lewis, Bank of America 


PPPOE E EERE HERE E EEE EE REE RHEE ORO R**A 





Lewis Murdoch 


\ Aeieedede ddd deeded diene 
SEER EEE EERE EEE EERE EEE TEETER EEE EEE EEE EE EERE EEE EEE EHO RRO R ROM 
"S*RASTRATRWATATARZATATWETETWTTTERTERETARREARTTMEMFRETMARTTTARTAWATTTATVATRETAETATARTRRTTAah*t rr ht rw 


SEER EERE ERR REET E EERE EEE ETRE EEE EEE EERE ERROR htt m 
elated AAAA ALEE E ETETETT EE CETTETETETrTEE Errn eo) 
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SEES EERE EERE EERE REE EERE EEE EERE EEE EEE EEE EEE EEE ERE H ROHR OOO 


LETTET Dr EEE E EEE EERE EERE EERO OOOO Oe 


Eric Schmidt, Google 





News themes most associated with Kenneth D. Lewis 


Commercial Product/ Services 13 Governance Labour Other 
1 <1 1 


1 4 A 








L 
Finance 
42 








Figures in per cent 

Volume of mentions by month for Lewis 

i | Lewis spent most of 

ve. 2009 telling the media 
how BOA was battling 

m the downturn. He was 
written about most in 

" September, though, 
thanks to another 





reason: his $53 million 
n Wr May Juy Set Now. retirement package. 





0 


Source: A total of of 27,102 articles in 25 Indian and international titles tracked by CARMA between January-November 2009. 
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Focus 


Quotes 
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investors, and we have taken key steps to regain 


TI 41 [ o 


B. Ramalinga Raju. 


j UO ctoring the bc JOKE over the years was 
akin to riding a tige ay Knowing how 
to get off ' wit tho ut be eaten" 





"Dur etreneth wae in ni ‘| take full responsibility for the 
nan conreos Cree Gr | doc that Í made and 
followed, we would movon — for the actions that | too 
R. Subramanian, M ohiksha T feel horrible about 
ocn EM o eet 


Richard Fuld. f z Lehman Brother: 
“We have already osa ie 7 hall 


Es [Cp LAN ittie. in patentee "06a 
defaulted on salaries. eee ta fee Ls arn cg 
We a ire on extra tima, 
= Just persisten ICE ID “Pye been pummeled, lve been dumped | IO 
= allowi MQ SL survival can handle it, You know what, let them line "UD. 
R Subramanian. | You know what they say? This, too, shail pass" 
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Arie age of 70 (in 2007). | -In a country like India where aviation 
will Siep down and away growth IS almost 40 per cent every 
from the group. and there year. it's probably one of the 

will be somebody who will most attractive sectors" 

take over as the chairman of Vijay Mallya, Chairman, Kingfisher Amies ; inan 
Tata Sons" interview to CNN and cnn.com in February 2008 


Ratan Tata. Chairman of the | | 
z BI-March 21. 2002 "Our losses are no longer 


SUStainabie: It costs us 
> |t would certainly be nore to fly than to stay 
easier if that candidate on the ground” 
were an Indian national. But now . Mallya, to Agencies 
that 65 per cent of our revenues 9er if 200 
come from overseas, it could 
also be an expatriate sitting in 
that position" 


Hatan Tata, on the next chairman of the group 
when he retires in 2012 et the age of 75, to 
Agencies. in 
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yocera Mita, we believe in "Customer First"- creating true customer 

sfaction by providing the greatest value for all business needs. 

| Kyocera Mita this approach takes the forms of our printer brand "ECOSYS*" 
the multifunctional system brand "TASKalfa". 

printers and MFPs, meeting the demands of cost-savings, ultra-reliability and 
erior performance, won 2009 BERTL's Best Awards in a total of 10 categories. 
ddition, the TASKalfa 500ci series won five stars-the highest rating-proving 
high reliability of Kyocera's technology. We continue our unending pursuit of 
ie and reliability, and so remain the best partner for our customers. TASKalfa S 





TASKalfo™ 





Ecosrs 


ycera's acclaimed concept of environmentally friendly products. 


RGR 
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national recognition 





PBLIG 


RECOMMENDED 





2009 highly prestigious Better Buys for Business BLI - Highly Recommended 
BERTL's Best 2009 5 star "EXCEPTIONAL" Editor's Choice 2006, 2007, 2008 and 
award by end-users survey. 2007, 2008 and 2009 Recommended 2009 


YOCERA MITA Corporation www. kvoceramita.com (o KYOCERA 


i ; — First Floor, ORCHID CENTRE Sector-53, Golf Course Road, Gurgaon, India 
additional information, please contact: KYOCERA MITA India Private Limited 1601244671000 fucó124-4671001 iai 








ERA MITA Corporation, part of the KYOCERA Group. © 2009 KYOCERA Logo are trademarks of KYOCERA 





People Movement 


MOVERS AND 
SHAKERS 





This year saw some major shake-ups in India Inc. with a host of 
companies seeing a change at the top. BT looks at some of the 
top executives who took on new roles in 2009. 









NAME NEW RESPONSIBILTY 


Shailendra MD & CEO, 
Bhandari ING Vysya Bank 


Keki B. Chairman, Sony 
Dadiseth India Pvt. Ltd. 


999599999 958598289 MAAA AR RRRTRRTATTSRSTRRATARRATTARTERRTRARTRTTAE te 


lide deh hhh LEELA ETT eee 


Piyush Gupta 


MD & CEO, Bajaj Allianz 
Gen. Insurance 


Vivek Kudva MD, Franklin 
Templeton, India 


Mala CEO, Essar Steel 


V. Kudva heheheh hhh hhh LEELA LAL Te eee 


UID 


edie E ETETETT LLL LLL LTE TTET 


FORTE TOTO ESTHER REET TERETE EES HES EESE ERNE THERE EEEEEEE EEE HERES RO REE EES OS 


FETTER TEP OE ESOC REESE ETE ETTEHOTTESHEE ORES TORE SSE TERE THEE EEE OE CEOS OEE EEE SEES 


MD, Axis Bank 
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<< LAST JOB 


Head, Private Equity, 
Tata Capital 


FORTHE ERROR Ree eee eee eee eee! 


Dir. on the Board of 
Unilever Pic & Chairman 
of Hindustan Unilever 


hhh hhh EL LL 


CEO, APAC - 
Citigroup Inc. 


ditt hhh eT) 


Executive Director, 
Axis Bank 


TTR Re eee eee eee? 


Head, Personal 
Finance, HSBC, India 


lieth hee ee) 


Board member, 
ArcelorMittal 


hhh hhh EEL ee) 


Chairman and MD 
at Infosys 


hhh hhh Eee eee ee ee) 


GM, Pizza Hut; Taco 
Bell, UAE; Yum 
Restaurants, Dubai 


hide LEE ee 


TOPO ERE HEHEHE ERROR ee ee 


Executive Director, 
ICICI Bank 


EXPATS 


nha expat business 
leaders joined the ranks of 
India Inc. in 2009. Here are the 
most talked-about moves. 


Marten Pieters joined as 
CEO, Vodafone Essar 


Antonio Helio Waszyk is 
the new CMD, Nestle India 


.2 


Jung Soo Shin, is the new 
President and CEO of Samsung 
India Electronics and Head of 
Samsung Southwest Asia 


Martin Newson became 
CEO, Global I-banking, 
Religare Capital Markets 





THE BEST 


t came as no surprise, when 

Aaj Tak, a part of the Living 
Media Group (that also publishes 
Business Today), was awarded 
the prestigious Indian Television 
Academy Award recently, 
for the Best Hindi News Channel 
This is the ninth year in a row 
that the channel has achieved 
this feat. "Our passion for news 
and the impact we create is 
unmatched not only back home 
but also internationally," says 
Aroon Purie, Chairman and MD, 
TV Today. 





MAKES GOOD BUSINESS SENSE 


FGRTUNE 


BY WELCOMGROUP 
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‘heck into a Fortune Hotel and be at the epicentre of business. Be it the convenient i 

cation, Wi-Fi connectivity or a stay beyond compare, every detail is orchestrated | i 

) perfection. Fortune Hotels & Resorts - where efficient service and great value come | 
weamlessly together for business and leisure travellers across India. $ 


Fortune Hotels offers a “Best Rate Guarantee", for details log on to www.fortunehotels.in 


Ahmedabad ¢ Bengaluru ¢ Calicut e Chennai * Darjeeling e Gandhinagar* ¢ Goa ¢ Gurgaon * Hyderabad * Indore * Manesar* 
* Jaipur * Jammu * Jamshedpur * Kolkata * Lavasa ¢ Ludhiana * Madurai * Manipal e Mussoorie e Navi Mumbai ¢ Noida 
e Ooty * Port Blair e Pune * Thane* e Tirupati ¢ Trivandrum * Vapi ¢ Vijayawada © Visakhapatnam 


Ta 
Opening short 


Call 1-800-102-2333 (Airtel), 1-800-111-333 (BSNL & MTNL), 1-800-200-2333 (Reliance). 
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| learnt 


in the downturn 


ubprime borrowers in the ws trig- 
ger a global financial crisis. A 
Wall Street marquee name goes 
bankrupt. Many more banks 
around the world go under. 
Liquidity tightens. Demand 
conditions weaken. prices of commodities 
crash, employees and consumers panic. Say 
hello to a recession, or a depression, or an 
economic slowdown, depending on which 
part of the world you are, and how badly 
you ve been hit. For those in business, it's 
time to cut down production. clamp down on 
investments and capital expenditure, ruth- 
lessly lay employees off, and grit one's teeth and 
wait lor the rough times to pass. Right? 
Wrong. An economic slowdown—that's 
what it was in India—isn't necessarily a time 
to batten down the hatches, as India Inc.'s 
brightest leaders reveal in this package on 
“What I Learnt in the Downturn”. Sure, you've 
got to keep a tight rein on costs, but then you 
should have been watching them even in the 
boom. Sure. you should get into a mode of 
prudence, but if you've turned irrationally 


Ronnie 
Screwvala 


s 


^. 


sudhir Dhingra 


Shinzo Nakanishi 


Uday Kotak 


pessimistic that's because vou might have 
been wildly exuberant during the rah-rah 
times. Sure, you need to exercise restraint in 
expenditure, but that moderation shouldn't be 
in inverse proportion to vour eagerness to 
buy everything with a sale sign when valua- 
tions were over the top. 

These are just some of the lessons that 
India’s top business leaders have for those in 
business, big and small: To stay focussed on 
your long-term vision, with the confidence 
that the downturn can't last forever. As a 
leader. vou need to be able to take along those 
who work with vou—in good times or bad: 
you need even more energy and a clearer 
sense of direction to fire them up in the tough 
times. Above all, go in the opposite direction 
of the herd. One size doesn't fit all—and never 
will. In the next 78 pages. vou will come 
across the experiences of a diverse range of cios 
in what was the toughest period most of them 
have ever been through: and how they pulled 
through it. There's plenty to learn from what 
they learnt —some of it the hard way—trom 
the downturn. © 


Gopalakrishnan 





Venu Srinivasan 
Vineet Nayar 
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KISHORE BIYANI 


49. MD, Pantaloon Retail (India) 


.De your own. 
eyes and ears 


The downturn transformed the king of retail in India 
both as a person and as a businessman. 


he first thing that the downturn exposed 
us to was our high fixed costs—rent, 
power and employees. For rent we 
collaborated with mall owners and 
moved from a fixed cost rental to a 
revenue-sharing model resulting in a 
savings of 0.6 per cent of sales which translated to a 10 
per cent savings on overall costs. To save on power costs 
lights in stores were selectively switched off and aver- 
age temperature of air conditioners was raised from 22 
to 25 degrees Celsius. The latter helped bring down 
the air-conditioning cost significantly. We studied the 


people cost and realised that, on an average, each of- —— 






fice employee was occupying 200 square 
feet of space. We brought this 
down to 150 square feet. This _ 
reduced our office space re- | 
quirement by 25-30 per cent— | 
a huge saving considering we | 





across India. We formed a cost- | 
control board within the company. 

It monitored all costs and suggested 
ways of reducing some. The entire * 
cost management exercise resulted : 
in bringing down per square feet cost of 
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^ eDon'trest on pa : 
e Don't let markets tempt you. X 

; e Go for profitable growth, 

occupy 6-7 lakh square feet \ not just growth. 

e Revisit all costs, reassess 


laurels. Y. 


our outlets to Rs 95—a big cut from the peak of Rs 140 
per square feet. However, we realised that we may 
have gone a bit too far with cost cutting. For example, 
we realised that customers were a bit uncomfortable 
about temperature at our stores. The 
average temperature, of 25 degrees Celsius, at our 
stores was too high, which we brought down back to to 
22 degrees. The average per square foot cost of our 
stores is now Rs 105, which is reasonable. 
Pantaloon also had high debt. We changed the 
maturity profile of the debt by linking payment of principal 
and interest to cash flow. So, instead of making a fixed 
amount every month irrespective of sales, we de- 
 cidedto link debt payment to cash generated through 
X sales. In retrospect, it is also clear that we went 
into certain businesses (e.g. saloon) ahead of the 
time. Though I believe that home stores busi- 
V ness has great potential, we may have started at 
X the wrong time. The sales from these stores 
\ started falling along with the dip in new home 
. Sales. Basically, we learnt that we need to 
X have profitable growth rather than just 
X growth. But I have no regrets. If the slow- 
down hadn't happened we would have 
not adopted to new ways of doing busi- 
ness. I also learnt that one should not 


rest on past laurels but move on. One shouldn't be 
swayed by the market and all the praises showered by 
others. You are not the smartest just because some- 
body told you so. Stock markets are like Maneka, the 
mythological seductress, tempting you to take deci- 
sions that may not be the best at that point of time. 

The downturn scared people and made them 
humble. I have become more philosophical and talk 
of Mahabharata, Ramayana and Gita. This wasn't the 
case in good times. People are more open, listen to oth- 
ers and adopt measures that could help the company 
they work for. The downturn has ingrained the message 
of cost saving in the minds of people. If you go to our 
stores you may find the temperature to be 25 degrees 
Celsius, despite our instructions to reduce it. 

During the crisis we did an introspection of our 
employees and divided them into four categories based 
on what they were up to. The categories were: Rama, 
Krishna, Duryodhana and Ravana. In the Rama category 
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are employees who follow the company rules; Krishnas 
are the ones who do not follow all the rules, but work in 
the interest of the company. Ravanas are those who 
have their own rules and follow them whereas 
Duryodhanas have no rules and follow none. Our objective 
was to turn all employees into the first two kinds. Lots ol 
cost saving we did was a result of this exercise 
Though it looks like the good times are coming 
back, there is a need to better understand the con 
sumer. For instance, the needs of a white-collar worker 
in Mumbai are very different from the self-employed in 
small cities. Keeping this in mind, | have decided to 
travel to all the cities where Pantaloon has outlets. 
Earlier, we used to work like a kingdom-—1 used to sit 
in the head office and people and vendors would come 
to meet us. The time has come to be your own eyes and 
ears. The journey into the downturn was exciting 
even though there were some very painful days. © 
As told to Virendra Verma 
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-Relook at DUSINESS 
model and investments” 


The downturn coincided with top rung changes at Infosys. The CEO of 
India’s software bellwether tells us how he dealt with the twin challenges. 


or Infosys and the information technology 
industry, the environment worsened suddenly 
after September 15, 2008, when Lehman 
Brothers filed for bankruptcy in the us. | was in 
constant touch with my us colleagues; glued to 
hourly newscasts, watching business news when I woke 
up every morning to see which other bank had gone 
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under or been rescued, With just 20-25 days to go for our 
quarterly guidance—which we eventually revised 
downwards—we had to be cautious. 

The demise of Lehman catalysed an unprecedented 
meltdown—irst in the global financial services market 
and then across the world. Our customers cut spending 
aggressively (tech researcher Gartner expects 2009 rı 





spending to decline 6.8 per cent from the previous year) 
to preserve cash. We faced sustained pricing pressure (of 
5-6 per cent in the last quarter of fiscal 2009 and the first 
quarter of this financial year, according to cro 
V. Balakrishnan) and clients consolidated contracts (by 
opting for fewer vendors) to get lower prices. 

As orders dried up, more of our people were put on the 
bench and utilisation rates—the percentage of staff on 
billable contracts—declined from 69.4 per cent in the 
quarter to December 2008 to 67.3 per cent this September 
quarter. All this, even as we tried to handle a rapidly - 
appreciating rupee. 

In the middle of what was, perhaps, the worst-ever 
meltdown, Infosys took several measures to ride out 
the storm. We kept our focus on retaining clients, running 
business efficiently and continuing to invest in a few 
strategic things that will be important in the recovery. We 
managed to do this by reining in expenses, cutting down 
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discretionary costs, and delaying salary hikes and 
promotions until October this year. 

Infosys set up a portal to encourage employees to 
think of cost-cutting measures. We announced a cash 
bonus to incentivise employees to turn up early to work 
and use office transport fleets to enhance productivity. We 
also took some hard decisions in March, when we placed 
around 5,000 of our employees at the bottom of our 
assessment rating and gave them improvement plans ot 
even asked them to leave. 

The slowdown came at a time when Infosys was 
itself going through a leadership transition. Former 
Co-Chairman Nandan Nilekani quit to become the 
Chairman of the Unique Identification Authority ol 
India in June and Non-Executive Chairman N.R. 
Narayana Murthy, too, has taken a less hands-on role for 
some time. We have reworked our leadership responsi- 
bilities internally to make up for this leadership vacuum. 
| took up many of Nandan's executive roles and some 
other positions were allocated to senior executives such 
as S.D. Shibulal and Subash Dhar. 

The slowdown has given us an opportunity to relook 
our business model and investments in sectors we have 
had a small presence in. For example, we are expanding 
to verticals such as public sector, energy and utilities. We 
have created a subsidiary in the us to target govern- 
ment business there that can't be offshored. Finally, we 
have identified four businesses—infrastructure 
management, independent testing and validation, busi- 
ness process management, and systems integration —that 
could soon contribute $ 1 billion each in revenues. 

As rr budgets continued depressed, we have explored 
new ways of engaging with clients through new models 
exploring transaction and ticket-based pricing where 
clients pay for each activity versus rate-per-hour. We 
continue to invest in intellectual property and were rec- 
ently granted two patents, taking our count to four. © 
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58. Chairman and Managing Director, Marico 
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Managing erolovee expectations is a tough task, especially i in a downturn. 
It helped that Marico employees always had a strong sense of ownership. 
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have learnt quite a few lessons during these tough 


times. The one big lesson I have learnt is that of 


managing employee expectations. This is a tough 

task at most times and it gets tougher during a 

downturn when leaders have to think not only 

about the business, but also about employees, 
who, in their own space, are also grappling with these 
uncertainties. It is, therefore, important to manage 
expectations well during the tough times. At Marico, 
| have been able to inculcate this well. 


An uncommon contributor to this is our value of 


i i i 
a M ri d ] n TF E] 
tT threats and t hel 
All iC] ] Ji | ry lI | 
ireal IDIOVE ] 
if n if rr |] T rari I 
d [ di lu | [] 1 ] | 
Tike at Ji C] f I f 
between positivit 
e I. ] ] f 


membership we engage members, not employees! 
We have always sought to create, as an integral part ol 
our culture, a strong sense of ownership amongst our 
employees. This ownership entitles them to stop being 
employees and instead be members. They are not fight 
ing the tough times for someone else, but for them 
selves and their organisation. They are not "hired sol 
diers" but "Generals" in their own right. To my mind 
this is more than half the battle won. I personally believe 
that the concept of membership contributes a lot 
towards constructive management of expectations 
We have, therefore, continued to invest in our mem 
bers—there has been no cut back in recruitment, train 
ing, learning and development of people for newer 
responsibilities. This also strengthens the members 
belief in the future. 

During tough times, it is important to communicate 
widely and deeply. Marico retains, along with being an 
empowered and flat organisation, an exceptionally 
high level of openness, transparency and trust across 
peers and hierarchies. Open channels of communi- 
cation exist through which we can continuously share 
information about Marico and its business. This elim- 
inates rumours and unproductive grapevine and bol 
sters our members’ belief in the future. It helps them 
Slay on course. 


We have, however, generally refrained from issuing 
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top-down communications about the times being 
tough. We feel sermons have a limited value. We have 
instead focussed on first initiating the required counter 
measures and enthusing people to participate in them, 
and then communicating as required. We have also 
stepped up focus on our performance management 
system so that it is vibrant during these tough times. 
I find that when members see that how leadership act- 
ually deals with tough situations and comes out 
winning quarter after 

quarter, their belief in 


in tough times, it is but natural that their belief in the 
long term moves up. 

Therefore, while we have continued to invest in 
brands, we have also struck the right balance 
between short-term and long-term plans. Tough 
times are also times during which opportunities 
abound. It makes sense during tough times to have 
two parallel teams working—one warding olf threats 
and the other looking at opportunities. Thus the M&A 


the system grows. They = techniques of mass management 


then start expecting a 
better future. That is 


may enable a leader to manipulate employee 


quite a victory during expectations and help their morale. However, 


tough times. 

Membership is, thus, 
a powerful instrument, 
but we do need other instruments to play the sym- 
phony! Thus, beyond the aspect of robust culture, we also 
need robust business strategies. Marico has, over the 
years, entrenched itself in an industry, which is, by 
design, protected from the vagaries of economic cycles. 
By and large, consumer demand is not very elastic and 
brands have their own pricing power. 

Marico has also followed a blue ocean approach. 
where our markets present a tranquil place with most 
of our brands being #1 or #2. Nevertheless, times 
can and do get tough because of macroeconomic factors 
or simply because of the domino effect from other 
sectors. We have responded to tough situations on 
multiple planes. 

Since we are an FMCG Company, advertising and 
promotions are important on a regular scale. But if] 
think of stopping advertising or promoting our brands 
as a matter of cost-cutting during the tough times, 
the consequences of this would be that my brands 
would lose out to competition. Therefore, I have 
continued to invest in our brands as usual even during 
these tough times. 

I believe that it is important to retain and, in fact, 
grow the consumer franchise in tough times, rather 
than focus excessively on profit margins. According to 
me, it is not very difficult to regain lost margins. 
but it is quite difficult to regain a lost consumer fran- 
chise. Our investment in our brands helps us retain our 
member's confidence in our business since they do not 
see visible signs of business being under stress. Thus. 
Marico has been able to record a year-on-year growth 
for the past 40 quarters or so. That is quite a feat 
spread over 10 years and across at least two down- 
turns. When our members know that we can deliver 
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this cannot be sustained for long” 


teams should be overactive during a downturn. And 
at Marico, they indeed are! 

Leadership has to realise that employees' expectations 
during tough times are governed also by the leader's 
reaction to the tough times. It is important for leadership 
not to react in panic yet, at the same time, recognise and 
deal with the reality as it is. This approach is best captured 
by Jim Collins in his famous book Good to Great. He 
describes as a part of the Stockdale Paradox phenome- 
non (with reference to the Vietnam war), the virtue of a 
prisoner who is "realistically positive" (rather than 
those prisoners who were wildly optimistic that they 
would get out of Vietnam but "died of a broken heart"). 
This prisoner, unlike others. strives to get himself released 
while all the time presuming that he may, perhaps. 
never get released. He is optimistic. but not just for the 
sake of it. He gets into action, while assuming the worst. 
And he comes out a winner as compared to other pris- 
oners—those who are just optimistic and do nothing and 
also those who are pessimistic and do nothing. Thus 
while radiating positive vibes during tough times, it is also 
important to ensure that there is enough action on the 
ground to deal with the tough times. It is important to 
strike the golden mean between positivity and action. 

Finally. it is important to be genuine—this is even 
more so during tough times. Smart techniques of 
mass management may enable a leader to manipulate 
employee expectations and help their morale. However, 
this cannot be sustained for long. If there has to be long- 
term credibility of the leadership, openness and trans- 
parency alone will create the required trust. And dur- 
ing tough times, trust in the future is what carries 
teams across. © 

As told to Anusha Subramanian 
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Do not rely on a 
single economy 


arsen & Toubro (L&T) was affected due to the 
slowdown—particularly the products 
businesses, which include switchgears, 
construction equipment and industrial bars. 

This was largely because government projects 

(which account for half of L&r's overall 

business) were put on hold because of the General 
Elections. We pushed hard in new businesses where 
investments were not stalled. We got aggressive in railway 
turnkey projects, where the order book increased by 
Rs 3,500-4,000 crore. We entered thermal power plant 
manufacturing. Result: Our order book increased by 59 
per cent in the September-ended quarter. Our sales will 
grow only by 15 per cent this fiscal (as against 30 per cent 
a year ago); but one year later we will grow much faster. 
A slowdown in government projects can be countered 

by not being dependent on a single economy. We 
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aggressively expanded our international footprint. Offices 
were opened in Libya, Brazil, South Africa, Indonesia, 
Malaysia and West Asia. Though these territories do 
not contribute much today, they will in future. 

We did not slow down our capital investment. 
Investments worth $1.5 billion—in areas like shipyards, 
heavy engineering and power equipments—were made 
in the past 24 months, which is more than what we 
have made in the last 10 years. Once the economy is on an 
upswing, the benefits will come and we believe that the 
Indian economy will grow much faster in the next decade. 

It's the determination of individuals that leads to 
success, irrespective of the conditions. Everything is 
doable if you have devotion. passion and conviction 
whether in good or bad times—and these values are 
even more important in bad times. (9 

As told to Virendra Verma 
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lower interest rates on long term deposits! 
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UDAY KOTAK 


IUVe vice airman & MD, Kotak Mahindra Bank 
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er] \ things look good they are not 


as good as they look and 

when things look bad they 

are not as bad as they seem to 
be. If you go back to 2007, there was huge 
exuberance; and when you look at the end of 
2008 there was huge pessimism. My learning 
from these periods is to be able to ride exuber- 
ance and a downturn with equanimity. This is 
the huge lesson that I take back from last 2-3 
years. The previous cycles weren't as sharp 
on both sides. 

In terms of our business, the lesson is to remain 
stable in terms of our approach to offerings and to 
customers. The most outstanding example of this 
was in last October-November when every bank 
was taking deposits at such high rates; these rates 
have halved now. It was important to have ques- 
tioned those high rates then. We had put a ceiling 
on the quantum of wholesale deposits we will offer 
(Kotak did not specify what that ceiling was). 

The good news for us is that in the worst part 
of the downturn we were very liquid. We were net 

- lenders in the inter-bank market and we had 
positioned ourselves like that. We constantly met 
E our retail investors and communicated to them that 
E we were comfortable on the liquidity front. 

E We also began to question every cost. We used 
to change senior management cars every three 


MMM 


years and now we have decided that they will be 
changed only after four years. Anything that was 
perceived to be a waste was dramatically cut 
down. We also looked at the rentals of retail 
branches and avoided paying extremely high 


Pull AP po vTeIpul 


rentals. The most important thing we tried to do is 
to make sure that customer-facing businesses 
didn't face any problems. 

As told to Rachna M. Koppikar 
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aggressively” 


F hen I came to India in February 

| 2009, the mood was sombre and 

4 d — theconsumer sentiment at a low. | 

f A} remember dealers in Delhi and 

Mumbai telling me then that the 

y LCD customers were going for a size 

smaller than they normally would, given the 

uncertain economic situation. I realised then that in this 

market situation we needed to be proactive—we had to 

think of a strategy that could give our consumers a 
reason compelling enough to come out and buy. 

At that time, Samsung was getting ready to launch 1D 
rvs in global markets, and so I told my team, "Let's do a big 
launch for Lep Tv in India." We launched the uz rv with 
a lot of fanfare—we advertised heavily, held dealer meets, 
created huge displays for LED Tvs at dealer counters. | 
wanted the market to feel the excitement of the uD launch 
and I think we succeeded in creating the buzz. We followed 
it up with an aggressive slew of innovative and leading 
technology product launches—Full High Definition 1D ‘rvs, 
touch screen phones, netbooks/notebooks. Our thrust 
on the touch screen segment, too, worked: we are the mar- 
ket leader in that segment in India today. That was the 
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AN MEHRA 


marketing side... the visible side of the company. 

Within the company, we focussed on better risk 
management and operational efficiency, while impro 
ing our market sensing and forecasting ability so as to 
efficiently manage our supplies in the market. And we 
didn't hold back on investments in R&D marketing and 
new product development. 

However, through all this, one of my most important 
priorities was to keep the employee morale high. We 
decided to let each business head share with all the 
employees their unit's performance during our em- 
ployee meet...We wanted the employees to feel secure, 
confident and involved—and I think the employee meets 
made a lot of difference. I used the employee meets to share 
our business goals and best practices and at the same time 
engage and motivate our employees. 

Our organisation has done very well this year, in spite 
of the slowdown, because of the responsiveness and 
ownership of our employees. As we move towards 
2010, I go with the confidence that learnings from this 
year will certainly help us move ahead faster even 
as we see signs of the economy picking up and the 


markets reviving. 


a" Forbes 
Marshall 
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66 
Don't Cut down on 
marketing, Innovation” 


Enhanced levels of communication—both internal and external—and 
innovation saw Nokia India through the downturn. 


The crisis is too big an opportunity to miss. The first and 
foremost lesson for me is the role of leadership, not just 
of the managing director of the company but of the 
entire top management. The biggest issue here is that of 
overconfidence. A lot of people go in thinking that the 
crisis "won't affect me" or "I'm insulated" and start 
believing that. A management team needs to have 
humility during a crisis and recognise it for what it is. 
Only then can you shape your response. 

The best response is to see what is happening and 
the second is to analyse it and see where it can hit 
you. The third is to have a response to it and a strategic 
view of it. These three things—acceptance, analysis and 
response—also depend on the time horizon. If you 
look at the us, vou will see that recessions last 
between 8-10 months and upswings 7-8 vears—so 
where are you on that path? If you wake up in the 
eighth month, then you only have two months to 
work on it. It's over. Timing is vital. 

Communication is critical, if you are in the branded 
business or even in the B2B business you need to 
communicate with your consumers straight—openly, 
honestly and frequently. You need to ensure that you in- 
vest more in marketing. not pull back. History has shown 
repeatedly that cutting marketing investment in a down- 
turn is the biggest bane for a company when the market 
picks up. So what we did is that we regrouped all our 
investments behind the brand—trade, advertising, com- 
munication and we actually spent more on marketing. 

Same is the case with communication with 
employees. They were worried with what they were 
reading in the media. What I recognised was that we 
needed to do a lot of meetings with people—on e-mail, on 


SMS as also face-to-face. They wanted to know when 
we, the management team, saw the tide turning. Last 
year, I put a date to it while saying that bv March 2009 
the economy would pull out. And sure enough. we did 
around March-April. 

Another mistake people make is that they cut down 
on innovation. We found, for example, that one of the 
phones we introduced last year, the 51 30, which was a 
high-priced phone by Indian standards at Rs 6,000, 
was a success. That is because of the innovation in the 
value-point and what it offered was fantastic. We invested 
significantly behind that and our top-end devices. 

Something else I learnt was that as the downturn 
progressed and companies did not give salary hikes, it 
affected the commitment and loyalty of employees. 
Why? When we looked across sectors. a lot of young 
people, by that I mean below 35, had 40 per cent or so 
of their take-home income locked in monthly pay- 
ments. They had done this assuming a free run on 
the economy and salaries and bonuses. For them. it was 
a shock. We spoke to our people assuaging their fears 
on the issue. 

Then. there are lessons from how several companies 
laid off people. Companies that employed a meritocracy 
saw it better accepted, but wherever it was arbitrary, 
commitment levels fell. Employees hate what is called the 
‘salami effect’. You take off 100 people now, 100 people 
three months from now and another 100 people three 
months later. you're just slicing salami. That drains the 
emotional commitment of those who stay back. Nokia 
globally laid off people, but because India remains a 
fast-growing country we did not resort to layoffs. © 

As told to Kushan Mitra 
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65. Executive Chairman, HDFC Ltd (Non-Executive Chairman w.e.f. January 1, 2010) 


66 


OU require prudence and f 
conservatism in any business you do 


HDFC never chased market share even in the best of times. 
The sudden slowdown, therefore, didn't have much impact on it. 


The period after Lehman Brothers (went bankrupt) 
was unprecedented in nature for the financial services 
sector. The money that was available at 9 per cent a day 
before, suddenly disappeared from the market. In fact, the 
rates soared to as high as 15 per cent in a matter of days. 
I think there are lessons for the industry as a sudden 
change in the economic environment impacted every 
household and also the corporate sector. I firmly believe 
that you require prudence and conservatism in any busi- 
ness you do. This is of paramount importance for building 
a strong foundation for the future. This is the key les- 
son. If you don't do that, it gets reflected in the NPAs (non- 
performing assets) when the business cycle takes a turn. 
Secondly, you must always keep adequate liquidity 
and also capital in the business to absorb any shocks that 
may come in the bad times. In fact, we had a couple of 
senior management meetings post the Lehman event. In 
the short term, we placed a major thrust on retail dep- 
osits. We stepped up our efforts through brokers and 
branches to mobilise retail deposits. If you look at our 
lending during that period, about 90 per cent of it in 
October-December 2008 was funded through retail 
deposits. As an organisation, we are also very particu- 
lar about balancing growth with profitability. 
We never chased market share even in 
the best of times. So, the sudden slow- 





requirement of 12 per cent. Our Tier I capital was at 
14.1 per cent. 

[n terms of business segments, we have been lend- 
ing mainly to the salaried middle class. Our lending 
norms are also conservative. The lessons in the salaried 
segment could be not to fund multiple homes. There are 
people who buy multiple homes as investment 
instead of parking money in the equity market or a 
mutual fund. The industry also has to be very careful 
about the loan to value ratios. Our average is about 
65-70 per cent. Bulk of our lending (over 90 per cent) 
is to the salaried middle class. Our experience has 
shown that the non-salaried class is always a rela- 
tively riskier segment because loans are generally 
given to them based on their income tax returns and 
asset values and not on a cash flow basis. It is advisable 
to look at the cash flows of the self-employed and 
other non-salaried classes rather than the asset prices. 
The lending to developers will also have to be looked 
into carefully. We have always lent to established 
builders who have a track record of delivery. 

Also, (we) look at all the projects carefully. There 

could be cases of one project in a good location and 

another in a not-so-good area. There are also issues 
on the leverage side. Avoid a developer if vou find 
excessive leverage. It is always much safer to bet 





down didn't have much impact on us. e Keep ad on an established developer than a new one. I 
We have always maintained enough liquidity and capital think the reputation of a developer is also a key 
liquidity and capital in the business. Our to absorb shocks. . criterion for making any lending decisions as 
capital adequacy ratio was at 16 per cent ' developers. who are worried about their rep- 
of the risk weighted assets as on December e Don't chase market ulation, are safer to do business with. © 
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‘Investments’ fi 


` y ou cannot get scared when things go 


Jf wrong. People may not recall this now. 
but the motorcycle industry actually suf- 
fered a downturn two years ago when the 
rest of the economy was booming. Then. 

| like now, we looked at a slowdown as an 
opportunity; we did not postpone our investment plans 
then. Todav. because of our decision to keep our 
investment plans on-track, our factory at Haridwar. 
which we opened last vear, is running at its full capacity 
of 5.000 vehicles a day and we will expand that shortly 
as the economy picks up again. Today. we are growing 
faster than the industry. 

The other factor that helps keep up our sales is that we 
have not pulled a single rupee from our advertising. 
promotions or events. In fact, we have invested more 
while others have pulled out. We just recently signed up 
as the title sponsors of the Hockey World Cup next year 
and are always looking for new opportunities. I feel this 
keeps us in the limelight and constantly reminds con- 


sumers of us. Some might ask if it makes sense, but 


34 BUSINESS TODAY January 10 2010 







e 


every newspaper and rv channel carried Virender 
Sehwag's picture of his stunning innings in Mumbai (on 
December 3), guess whose name was on the bat: Ours. 

The stimulus package that the government put 
together helped us. The rural employment programme and 
Bharat Nirman pushed sales in rural areas. Demand in 
urban areas was helped by implementation of the Sixth Pay 
Commission; we have been updating our model line-up. 
particularly with premium products, to enthuse these 
buvers. We are also working with banks and with dealers 
to ensure easy availability of loans to this segment—today, 
just 15 per cent of our bike sales are financed. down 
from a peak of 55-60 per cent three years ago. 

You have to always think of the big picture, and | 
think that is what others sometimes forget and vou 
cannot take knee-jerk decisions. (9 

is told to Kushan Mitra 
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m P — veryone took tough decisions; what 
- then did we do new? As a growth 

company, there was only that much 

dip - : you could do to squeeze wastage, 

" | expenditure and "must-dos" such as 

- = training. We took a call to not just 


stop new hiring but also to freeze salaries when we 
continued to grow. 

One of the drivers behind these decisions which 
we took late last year was to make our organisation 
truly oriented towards great delivery. We achieved 
that by linking increments to performance and 
doing away with fixed increases. As we close the 
year, we see our employees, not just in the restau- 
rants but also in the back-oflices, going to walk 
away with an average of 17 per cent increments. 
That was a big find, that one could move away com- 
pletely from fixed 15-20 per cent salary increases. 

Still, we improved our bottomline 7.5 per cent 
and our outlets did not see any drops or flat same- 
store sales. Surprisingly, we realised that being a 
value brand, at a time when things are tough, 
helped us. If we grew by 10 per cent last year, in 
this downturn year, same-store sales actually 
grew 14-15 per cent. We altered our menus, 
offering our customers more value choices to lure 
the “loyal” customer again and again. We found 
that this sort of customer who usually goes out four 
times a month only visited McDonald's twice, we 
wanted him or her in at least one more time; we 
were happv to eat into our margins. 

We have added additional sales points—setting 
up kiosks bv the street for people to buy ice-creams 
and beverages which gave us 7 per cent incre- 
mental sales. We expanded delivery in areas where 
we have sufficient penetration and that gave us 14 
per cent incremental sales on a same-store basis. 
In Delhi, we are keeping some stores open till ] a.m. 
and we have started a 24-hour drive-through at 
Manesar and Jalandhar as well as at New Delhi 
railway station. All of these add incremental sales 
with minimal additional cost. © 

is told to Kushan Mitra 
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DEEP KALRA, 


ELIN Pride 


e have been cash positive for some 

time now and improved all our key 

parameters but that does not meat 

that we have not been touched by 

this downturn. Like any high- 

growth company, we also took our 
eyes off the “cost” ball and were too focussed on 
growing revenues above all else. 

When we started seeing things getting a bit out of 
shape, we decided to rein costs in. It was not an easy 
decision to make. We have had to defer raise and bonus 
payments, and in the case of senior management, give no 
raise at all. We rationalised our pick-up and drop routes 
for employees, moved from taxis to buses, and out- 
sourced some functions such as call centres. Because 
we kept everyone in the loop, we had employee 
support. We did not have to resort to layolls. 

l'hankfully, this downturn happened when it did. 
Had it happened three years earlier I am not so sure we 
would have survived. We have the scale and size to 


survive now. Our market share is around 52-5 3 per cent 
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of the online travel agency market today, up from 40-45 
per cent earlier. We worked with our suppliers—airlines 
and hotel businesses—and crafted special packages so 
that it became a win-win for them and us. That is the 
biggest thing—we have our suppliers’ confidence. 

But | guess the best thing to happen to us was the fact 
that we survived an earlier downturn in 2000-01. We 
were down to two months worth of cash then, and of the 
42 people we had, 17 packed up and left. But the 
remaining 25 pulled through and most of them are 
still with us. That experience gave us a weird sort of 
contidence that we would survive this as well. © 

is told to Kushan Mitra 
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Forni strategy as 
per the economic reality 


How ICICI Bank reduced its retail exposure, scaled up 
fee-based businesses and returned back to basics. 


I would say the biggest learning is the ability of 
an organisation to reorient its strategy in line 
with the economic reality of the day. It may not 
be an easy thing to do, but that's what is required in a 
changed economic environment. I think the whole 
approach to banking today is more like back to basics. 

We are consciously bringing down our retail 
exposure, more particularly to unsecured loans. The 
exposure was once as high as 9 per cent of our total 
advances. We have already brought it down to about 
7 per cent and the target is to reduce it further to 5 per 
cent. We have also done a lot of credit tightening. For 
example, the bank today offers personal loans mostly to 
existing customers with whom we have salary or deposit 
account relationships. 

We are also reducing our reliance on DSAs 
(direct selling agents). We are now attracting 
customers to our branches for basic banking. We plan 
to build on these relationships to cross-sell other 
retail products. 

The other big learning is on the resources side, as 
the bank always relied on bulk deposits to finance 
the fast-growing retail lending business. I think one 
should always have a minimum core of current and 
savings account (CASA) deposits. The reliance on 
wholesale deposits should be restricted to a mini- 
mum because it can result in volatility if there is a 
slight change in the interest rates. We have now 
decided to operate with a minimum CASA of 33 per 
cent. The cAsA was 25 per cent a year ago. We have 
already increased it to 28 per cent. 

The renewed focus puts a lot of responsibility on 
the branches. In fact, there has been a whole lot of 


change in the approach to branches. Branches are 
now the focal point for customer relationships, both 
retail as well as corporate. 

We also want to scale up our transaction banking 
offering, which provides a stable fee-based income. In 
the past, our focus was more on getting bigger businesses 
like M&A deals or project finance opportunities in the 
corporate group. In order to tap corporate opportunities, 
we recently placed a couple of general managers to 
head our branches that deal in corporate business. The 
idea of dispatching general managers is to handle the 
sophisticated corporate clients and also train branch 
executives in areas like opening a letter of credit, bank 
guarantees and other trade transactions. 

In a banking business, people are the main assets. For 
the first time, we also have an #R professional on the 
Board of Directors. Today, every organisation recognises 
the role of a cro in managing money, but there is another 
important function, which is HR, for managing people. 

In the past, we were known to be growing much 
faster than the industry. I believe that the strategy at 
every time has to be in line with the evolving envi- 
ronment at that time. Today, we are still growing, but 
it is just that our growth parameters have changed. For 
example, our number of branches has grown by 
30 per cent this year. We will add another 
500 branches in 2010. The trade finance business has 
grown at 50 per cent this year. 

Similarly, the casa deposits have grown by 35 per 
cent in the second quarter. When the high growth 
comes back in the economy, we will again reorient 
our strategy. 9 

As told to Anand Adhikari 
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Now we think or housing 


After a bruising year, an aggressive disposal of assets and going beyond 


SANJAY CHANDRA 
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as manufacturing. 


non-premium housing helped Unitech bounce back. 


The main problem with the real estate industry 
that we were borrowing short term to invest in long 
term projects, We were always so contident of ha 
access to capital. At Unitech, we had not raised í 
ital in 18 years; we had just Rs 36 crore of equity 
return on equity was very good because it was ol 
very thin equity base. So the main lesson lear 
that recapitalisation is important if you have ambit 
to grow. Think a hundred times before you 

debt. If you take any debt, it has to be very 
sufficient and debt-equity ratios have to be moi 
tored very carefully. 

More important, we (in the realty business) were 
working for a very tiny segment of the market in tern 
of our target. In the urban areas probably only 3-4 
cent of the population could afford us. We all got 
ried away by the estimated size of the growing Ind 
middle class becoming upper middle clas: 
refocus and expand our market base. 

Another reason why we faced so many challen 
was that we went into multiple markets. And 
underestimated the regulatory process in each market 
In hindsight, we should have started out with t 
new markets at a time, because (beyond that) | 


efforts get diluted at the senior management 
regulatory approvals. 

Everyone in the industry faced issues, but we fa 
them more publicly. | guess we got the worst 
because we were the first ones with big (debt) mat 
ties coming up. (There were around Rs 2,600 cror 
debt maturities in the October 08-March 09 per 
The first big one of Rs 900 crore to mutual funds: 
up on January 19, 2009. Eventually Unitech paid 
Rs 400 crore and rolled over the balance lor thi 
months.) In balance sheet metrics, we were nol 
off than anyone else. We were the first to admit it 
then focus on getting out of the woods. We sold 
assets and at that time only prime assets would sell 
sold our hotel, our office and other assets. ^ 
are building a new office in Gurgaon. 

| met some investors who had not sold their 
when the market crashed. Their view was that rati 





than buying the stock from the open market, wl 
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would not help infuse cash into the company, they 
could buy it from the company. That would help the 
perception issue, and the stock would get re-rated, 
increasing the value of their investment. That is exactly 
what happened. We issued the stock at Rs 38 a share 
and within a week of issue it had 

risen to Rs 61. 


with Telenor. We signed the deal on Diwali night at 
3.00 a.m. In the morning, the markets reacted 
adversely. Our partner's stock fell sharply, and there 
were rumours that they wanted to pull out. We just 
were caught with wrong timing. Ideally, we should 


————€—— W. should not be dependent on the 
been almost no capital-raisingin high-end market, or the commercial segment. 


India for 18 months. When we hired 


bankers they said it was impos 111 MOment we turned our products to 
ble to raise funds. Very few pr- Match the broader market, volumes shot up" 


moters like to dilute at the bottom of 

the market. We too did not like it. 

But that is exactly what brought the company back on its 
feet. Last year, (at the) same time we were in the ict. 

But the media really worsened the situation. The 
worst was when news began doing the rounds that we had 
defaulted on our payments to the Greater Noida Authority, 
even though its ceo went on television to say that we 
had not defaulted. That was the day (October 24, 2008) 
the stock crashed over 50 per cent. Fortunately, all three 
of us (father Ramesh Chandra and brother Ajay Chandra 
included) were totally focussed on the job. We knocked all 
doors, went to every lender, every regulator. 

The frustration with lenders was also huge because 
they were the same people who would come to you 
analysing your balance sheet, analysing your assets 
and lend you money. They came back to you after just 
three months and wanted to recall their money because 
the market perception had changed. And these were 
relationships which we had for years. We had a sanction 
of Rs 700 crore from a large public sector bank. The 
loan was very heavily collateralised, they were happy with 
the structure, but one board member objected saying that 
"if this comes into the papers tomorrow we will be in trou- 
ble". So, the approved loan was not disbursed. Everyone 


A large bank refused to disburse a 
sanctioned loan, fearing media response" 


asked for their money back—some nicely, some not so 
nicely. You learn not to expect anything. It was not the 
Indian institutions but the large ri shareholders who had 
more faith in us and participated in our oi (qualified 
institutional placement) sale. 

In between all this, we also had our telecom venture 
launch where we were talking to potential partners. 
The (payment) default news hit days before our deal 
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have found our partner 3-4 months earlier. We were 
thinking of retaining a majority stake and have a minority 
partner. We thought there was enough capital available. 
Our market cap was over $20 billion, so raising money 
seemed easy. But we did not have the bandwidth and we 
could not have done it in today's times. We should have 
realised that a few months earlier. It would have saved us 
alot of pain and value loss. In the short term telecom gave 
us some pain, but it is already showing benefits. It is 
important to have diversified earnings. Real estate is 
too much of a cyclical business. 

Right now, our debt-equity ratio is the best in the 
industry. Through aggressive sales we have brought it 
down to 0.6 from 2.4 at the peak of the crisis. Now, cash 
flows are more important than even value creation. So, we 
have a diverse product base. We should not be dependent 
on the high-end market. or the commercial segment. 
The moment we turned our products to match the broader 
market, volumes shot up. Just to give you a perspective, our 
peak year of sales was 2007 when we sold seven mil- 
lion square feet. In 2008, in the first-half of the year, we did 
half a million square feet and in the second-half we did 
around 1,00,000 square feet. And in 2009, till September 
30, we had already done over 10 million 
square feet. So, in volume terms, we 
have surpassed our best year by tweak- 
ing the product mix. 

What's more, every project was get- 
ting dragged earlier because we were all 
overdesigning and over "spec'ing", and as a result, costs 
were going up. Now we think of housing as manufac- 
turing—standardising of the product whether that is 
windows or door frames. We have been able to cut 
down our time to launch the product. 

What we realised in the downturn is who the people 
standing by you are, both externally and internally. © 
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learnt several things over the past few months. 
The first is that we should not rush into de- 
cisions and take things step-by-step. Our in- 
vestments have to be related to our core busi- 
nesses and that we should continue with 
our constant endeavour to cut costs and im- 
prove efficiency. But most importantly, this re- 
minded me again, that we should not waste the 
good times and be always prepared for bad times. 
I will use a Japanese analogy here: read the 
"wind'. In the sense that we should know how 
the wind is shifting and what we can do to pre- 
pare for the change and take advantage of it. Our 
marketing is always close to the customer. because 
of which we can adapt our products to changing 
tastes. India is a small car market, we all know 
that, but these days we can sense a movement by car 
consumers towards slightly bigger cars. We look at 
our competitors such as Hyundai and Honda and see 
what they are doing and we realise that we should 
also prepare ourselves in this segment. The Indian 
market is growing and it is not all about ultra-low cost 
cars. You cannot concentrate on only one segment. 
The other lesson is to prepare for an upturn. If the 
market continues growing as it has been, we will 
need to expand our capacity to keep our 50 per 
cent share. So we will need to grow as well. The other 
day, I met Narendra Modi (Chief Minister of Gujarat) 
who was promising us land in Gujarat. but right now 
we already have 2.4 million square metres in 
Manesar (Haryana) and it makes business sense 
to fill up the land first. Our next step at Manesar is to 
build a second line, and that is under study and I 
hope the board will clear that investment soon. 
Not all ofit might be additional production as we are 
also trying to reduce pressure at our Gurgaon plant. 
In a downturn the incentive to improve 
becomes paramount but the biggest lesson we had 
was that you must constantly strive and if you 
know how to make yourself better even when times 
are very good, you should survive a downturn. 
As told to Kushan Mitra 
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| met all, 10090 
of our employees" 
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ne of the stories I 

strongly believe in is 

that if you are in a race 

car and your brakes 

fail, the best option is to 

open the throttle and 
get ahead of everybody else and turn 
to the bank. We, at HCL, pressed the 
accelerator, seeing the downturn as 
an opportunity and grew 30 per cent 
in the last quarter. 

In any industry, the core is made 
of employees: the fabric of trust 
between the employees and the 
management is what makes good 
companies great. The first time we 
figured out there was going to be a 
recession, I hit the road and met all our 
employees—1 OO per cent of them. 
We launched a programme with 
10,000 employees on cost-cutting 
measures we could undertake. We 
retained trust and built on it. Because 
if you demonstrated your commit- 
ment of fair behaviour and employee- 
centricity at a time when people did 
not expect you to, I think you will 
have a competitive advantage in the 
years ahead. 

Think about it: Do you remember 
what the analyst said four quarters 
ago or what the media said eight quar- 
ters ago? Sure, you are judged on what 
you deliver quarter after quarter. But 
lor you to deliver consistently quarter 
on quarter and annual on annual, 
you have to think long term. Our stock 
might have outperformed others, but 
that is incidental, not because we 
focussed on it. It is because for the last 
five years we focussed on what we felt 
is good for the business. And we 
continue doing that. 

On my internal blog. something 
like "Long live application develop- 
ment, but it is dead, that is what this 
downturn has taught us" will be hot- 
ly debated. The more honestly you 
open up, the more passion you create. 
What that does is that it creates what 
I call "transformers" who want to 
take charge and change things. 

As told to Kushan Mitra 
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AJIT BALAKRISHNAN 


61. Chairman & CEO, rediff.com 


100 good an 
Opportunity to waste 


It was a recession that made Balakrishnan an entrepreneur. 
The recent one has prompted him to change his revenue model. 


he first time I said that the current 
recession is the seventh one of my work- 
ing life, it was in one of our internal meet- 
ings. | noticed many in the audience 
suppress giggles. “You guys don't 
believe me?” I asked. 

“You don't look that old,” said one. 

“You got to be a hundred to have been through 
seven recessions,” said another. 

“People survive recessions?” asked yet another. 

Then it struck me. If you are 20-something, like most 
in my audience were, then this must be your first recession, 
Even if you are in mid- 30s, like the rest were, you would 
have only dim memories of the 2001 recession. It was 
largely confined to the telecom and Internet industries and, 
in any case, its effects were mild in India. 

The first recession of my adult life was the 1969 
one, the year I joined ım Calcutta. I still wonder whether 
the grim economic conditions of that recession led to 
the restiveness in the country in 1969 
that led Indira Gandhi to split the 
Congress Party and set us on a fresh 
round of socialism. 

The second recession was the 1973 
one, What brought it on was a sequence 


e Subscription, not 


advertising, will be the x 
key source of revenue. ` asked one. “None of our customers seem to 


interest rates. The economic situation grew so grim that 
two smart guys and I decided that we'd be better off on our 
own: We went out and founded Rediffusion, the ad 
agency. Many advertising clients in India faced with 
declining sales were ready to listen to our pitches and con- 
sider switching to a six-man creative hot-shop. What 
can we lose, they must have asked themselves: sales are 
anyway down. so let's try their new-fangled "creative" ads. 

The 1980 recession was action-packed: Iranian 
students stormed the American Embassy and took 
hostages, the vs boycotted the Moscow Olympics, John 
Lennon was assassinated. Things dragged on like this. 
I noticed little of this as I was busy experimenting with 
a new thing called Personal Computer. 

Ifthe 1989-90 recession had not forced us to liber- 
alise our economy. we would probably be still mud- 
dling along in our old ways. In 2000, I found myself 

racing against an oncoming recession and breasted the 

. tape for a NASDAQ listing a month before the 2001 
\ recession finally hit wrecking many telecom and 
. Internet companies. Whew! I noticed several raised 

\ hands in my audience. 

“What shall we do in the current recession,” 


\ want to buy anything we want to sell them. 


of events: the Arab-Israel war on Yom s usage will move — | And even if they buy, they want to haggle 
Kippur day led the oil exporting coun- MCA mosty \ prices down.” 


tries to raise oil prices. This in turn set off in- 


“Recessions are midwives for the birth 


flation worldwide. Central bankers raised a el of a new era", I said. "Let's try guessing 
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^ 


^ 
Green shooter: Batakrishnan is 
p "e 
a veteran of seven recessions? 





what the new era is going to bring with it.” rediff.com website must have noticed a sudden shift to 
"Web usage will move from pcs to mostly mobile a minimalist, ad-free design, a risky change, something 

devices,” said one. which can be done only in a recession when ad revet 
“Every interaction on the web will have a social are down anyway. We also stepped up our brand 

component,” said another. advertising because during a recession TV ad rates j 
"Revenue will come mostly from subscriptions as a fraction of what thev normally are 

opposed to mostly advertising,” said a third. l'his recession, like each one before it, is too good an 
We quickly acted on these ideas. Users of our opportunity to waste. (9 


What I learnt 


In the downturn 
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Blackstone's back-to-basics approach in the downturn has helped its 
portfolio companies come off lows with 3-to-5 times rebound. 


We in the Blackstone India team were in the middle of 
due-diligence on four deals when the financial tsunami 
struck on that fateful September Sunday (September 14, 
2008). We were so immersed in trying to close these 
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deals that we actually learnt about the fall of the hal- 
lowed us investment bank (Lehman Brothers). a full 
24 hours after the event. And there were immediately 
two thoughts in my mind—one said that the impossible 
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Our partners trust us with their vehicles. 
Sometimes, even before they’re on the road. 


|. 


We were the recommended oil when the 
Maruti 800 redefined travel in India. We are 
the recommended oil as the Tata Nano is set 


to change the automotive industry forever. 


For a century, Castrol has been associated with 
visionaries and pioneers—the ones who are 


WARES «bum AR d pus) 
aiwadays asking, Y Vhat 5 next 


Our long-standing partnership with the likes of 


, 


Tata Motors, Mahindra & Mahindra, JCB, Maruti, 
Volvo, Audi, Telcon, Ford, Suzuki, BMW and 
others is based on more than just the supply 


of oil. Together, we've co-engineered products, 


set up unique lube-management 
modernized fleets, and conducted driving and 


environment safety workshops. 


Together, we know there will always b 
new to applaud. As a glorious Centen 


, 
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IT'S MORE THAN JUST OIL. IT'S LIQUID ENGINEERING 


What I learnt 


In the downturn 


happens and the other said that it was not surprising 
considering the levels of excessive leverage. 

As if this economic pain was not enough, we found 
ourselves victim to 26/11, one of the worst terrorist 
attacks ever on Indian soil. And to compound it further 
[ read a report on the potential devastating impact on the 
Indian economy, caused by the melting of Himalayan 
Glaciers, due to global warming. In fact, looking back, 
the root cause behind the three biggest crises that we face 
today—the financial crisis, terrorism, and global warm- 
ing—clearly is human selfishness, combined with greed 
and fear, which when manifested in a herd could even 
put the future of mankind at peril. 

With hindsight, it is also 
clear that we encountered the 
fault lines of both capitalism and 
democracy, lessons from which 
are many but one important 
takeaway is that we can't rely 
on the altruism of capitalist play- 
ers to check their own greed. 
We must, however, ensure that 
a new regulatory system doesn't 
curb any initiative, enterprise 
or innovation—it should only 
check excesses. 

What are the lessons at the 
micro-level that we learnt from 
the crisis? 

First: Crises are a great 
opportunity to learn. They teach 
you to remain focussed on fun- 
damentals. Your future view 
should not be coloured by euph- 
oria or the gloom/doom of the 
present as the case may be. Remembering this will 
make you a better investor. 

When the crisis surfaced. Blackstone became more 
proactive and controlled in its approach to investing in 
India. Investments were chosen very carefully. We 
avoided 'trendy' deals, but instead focussed on key 
themes that will drive Indian economy even in a 
downturn—personal consumption and infrastructure. 

Second: The gap between leaders and laggards 
widens during a crisis. Investing in leaders, even at a 
premium. is always a safe and prudent strategy and 
protects you in times of crisis. This is borne out by the 
out-performance of our India portfolio during the crisis 
relative to its peers, because of the quality of leader- 
ship at those companies and the leading position they 
occupy in their industry. 

For instance. strong and proactive leadership of 


1 I» UD: 
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Stay disciplined on price. 
Don t let rosy projections 
distract you. 


Leaders outpace laggards 
faster in a downturn. Take 
e advantage. 


Crises teach you to focus on 
fundamentals; don't let 
e anything else sway you. 


Stick to convictions, even if in 
a minority. Keep your head, 
e even if others can t. 


Never get carried away 
with the bubble. 


Susir Kumar and his team at Intelenet Global Services, 
supported by Blackstone globally, has helped the com- 
pany weather the financial storm and outperform its 
peers. So also, garments market leader, Gokaldas Exports, 
which. with some belt-tightening and drawing on 
Blackstone's global resources, expedited implementation 
of lean manufacturing practices, to emerge leaner, 
stronger and more productive. 

Third: Always stay price-disciplined. Don't let 
leverage levels. current market multiples, robust pro- 
jections or competitors' activities entice you to abandon 
price discipline. For instance, at Blackstone India, we eval- 
uated more than 100 investment 
proposals over a period of six 
months, before investing in 
Gateway RailFreight. 

Fourth: It doesn't justify 
losing your head, because every- 
body else is losing theirs. Stand 
up to your conviction even if 
you are in a minority. We 
invested in textile exports when 
the consensus was against us, 
because we strongly believed the 
macro environment had become 
highly favourable for Gokaldas. 
The elimination of the garment 
quota regime meant $50 billion 
of exports from high-cost coun- 
tries would shift to low-cost 
locations including India, China. 
Vietnam and Bangladesh. We 
believed that strong investment 
in urban and non-urban infra- 
structure will be required to drive 
long-term economic growth for India and hence we in- 
vested in Nagarjuna Constructions. 

In the recession, we at Blackstone felt the heat 
too, and our private equity, hedge fund and real estate 
investing business came under pressure unprece- 
dented since the group's birth in 1985. The crisis 
presented a great opportunity to build the competitive 
position of our India investee firms through syner- 
gies with our global portfolio companies. Intelenet, 
for instance, acquired Travelport iso, the India-based 
captive operations of our global portfolio company 
Travelport Group & Upstream. to enable Intelenet 
deliver end-to-end services in the travel business and 
expand its near-shore delivery capability. 

We learnt never to get carried away with the bubble, 
because in the long term if fundamentals are strong, and 
one is disciplined in one's approach—success is assured. 


[HE STUN OF GREAT BUSINESS DECISIONS 


FORTUNE HOTELS 


‘heck into a Fortune Hotel and be at the epicentre of business. Be it the convenient 
ocation, Wi-Fi connectivity or a stay bevond compare, every detail is orchestrated 
o perfection. Fortune Hotels & Resorts - where efficient service and great value 
ome seamlessly together for business and leisure travellers across India. 


MAKES GOOD BUSINESS SENSE 


FORTUNE 


BY WELCOMGROUP 


Fortune Hotels offers a “Best Rate Guarantee”, for details log on to www.fortunehotels.in 


Ahmedabad * Bengaluru * Calicut e Chennai ¢ Darjeeling + Gandhinagar* + Goa * Gurgaon * Hyderabad * Indore 
e Manesar* * Jaipur * Jammu * Jamshedpur * Kolkata ¢ Lavasa € Ludhiana ¢ Madurai è Manipal e Mussoorie * Navi Mumbai 
TOO V LE LO E Blair e Pune ¢ Thane* e Tirupati ¢ Trivandrum ¢ Vapi ¢ Vijayawada + Visakhapatnam 


Call 1-800-102-2333 (Airtel), 1-800-111-333 (BSNL & MTNL), 1-800-200-2333 (Reliance). 





FOCUS-BT POLL 


Should the FM Withdraw 
Some Tax Incentives to 





s Budget Deficit? 





T% Can't Say 


Results of BT Online poll: No. of respondents: 320 


| The strength of economic | | Fiscal stimulus was a 
recovery does build a temporary measure 
| case for a calibrated exit | | aimed at offsetting the 





| from the loose fiscal poli- | | impact of a severe slow- 

cies. However, within down in the world econ- | 
manufacturing, the pace omy . But rising fiscal 

of recovery has varied pressures make it imper- 
and some sectors may | | ative forthe government | 
need a continuation of to start planning with- — | 
some fiscal sops. At a drawal of the stimulus | 
broader macro level, soon. The sectors — | 


however, itis important | | which are performing well | 


to get fiscal consolidation | | should be the first to see 
back on track. withdrawal of stimulus. 
| Shubhada M. Rao, Dharmakirti Joshi, 
| EVP & Chief Economist, | | Director and Principal | 





YES Bank | Economist, CRISIL | 





Next poll question: Should interest rates be revised to 
bring down inflation? 


Log on to www.businesstoday.in to cast your vote 
COMPILED BY MANU KAUSHIK 
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Reduce the Government's 


Soon, 
You Could Own BSE & NSE 


he Bombay Stock Exchange (Bse) and the National Stock 
Exchange (NsE) could soon be given the go-ahead to list their 
shares on the respective bourses. Market regulator Securities 
and Exchange Board of India (sept), after a recent board 
meeting, has made public how the structure of a self-listed stock 
exchange should look like. It suggested the company model for 
the exchanges, which would require them to form a subsidiary 
for monitoring any conflict of interest. 
The listing of a stock exchange is important on two counts: 
It will provide an exit route to the existing investors and allow 
raising of funds for expansion. The Bse has already approached 
SEBI for an initial public offering (P0). This could make the Bse 
India's first listed exchange. Experts don't rule out the Nse also 
tapping the markets once the listing guidelines are in place. 
Indian stock exchanges are expected to command a higher 
price to earnings (PE) multiple than their international peers. 
“Globally, stock exchanges command rt multiples of 1 5-20, but 
Indian exchanges can get a premium over this, given their 
growth prospects," says Nikhil Vora, Managing Director 
(Research), DFC sski Securities. NsE's market value could be over 
Rs 10,000 crore on a PE of 20 and BSE can command a 
valuation of around Rs 2,250 crore. 
VIRENDRA VERMA 


SEBI's Proposal 


€ An exchange should form 
a subsidiary which will regulate 
securities listed on the bourse. 


€ Subsidiary will also monitor 
and handle conflict of interest 
arising out of self-listing. 


€ The subsidiary Board to 
have 2 exchange directors 
and 3 independent directors. 





2 hange Revenues Net Profit NPM Mkt Cap 


(in $ mn) (in $ mn) 





NYSE Euronext” 149,760 32,290 21 7 
Deutsche Borse* 2,233 — — — D Wap 
SGX * 422 6 E 
LSE ? my E oe E 3 12 
NSE ? 221 NL 
BSE ê y usagep s "s ey 


Source: Respective stock exchanges, Bloomberg — * For 12 moths ended Dec '08 
NA-Not Listed #For the year ended June 2009 — & For the year ended March 2009 
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Kotak Institutional Equities ranks No. 1 among local brokerages 
and No. 2 in Country Research, Sales Services and Sales Trading 
across domestic and international brokerages. 

- Asiamoney Brokers Poll 2009 


Our partnerships with investors around the 
world have stood the test of time. To you, 
our institutional investors, we renew our 
commitment to produce ever sharper research 
and execution in the years to come. And to 
you, we owe this roll of honour. 


Best Local SERIES. dc (4 n ina me 


Best ppt Sanjeev Prasad (5^ yearina pols 


Best Research h Coverage in the Energy s sector 





Ranked 2nd in Overall Country F Research ERE! 


Ranked 2nd in "-— Sales Services category 





Ranked 2nd in » Sales es Trading category 








Ranked 3rd in Best Execution py 


Ranked 3rd far Road Shows and 4 Company V Visits 





Ce kotak. 





FOCUS 





NUMBERS 
OF NOTE 








The percentage of 
terrorists who held 
engineering degrees 
among the 400 
terrorists tracked in 
a study by European 
sociologists Diego 
Gambetta and 
Steffen Hertog. 


The amount of 
money out of every 
Rs 100 that an 
average Indian 
spends on food 
(excluding eating 
out). In comparison, 
they spend a 

mere Re 150 

on health. 


29,230,309 
The total number of 
Non-Resident 
Indians (NRIs) 
across the world, 
according to 

a foreign ministry 
report. This is seven 
million more than 
the population of 
Australia. 





Avatar's Lesson for Bollywood 


AS business plan, smart 
marketing skills and a great 


story line can easily break lan- 


guage barriers, reach out to larger 
audiences and reap in the riches, 
even if it is a Hollywood film fight- 
ing for the spoils with a Bollywood 
blockbuster. That is the kev lesson 
Bollywood may learn from the 
success of Avatar. 

After an indifferent year, cash 
registers at cinema halls began jin- 
gling in the last month of 2009, 
thanks, at least initially, to a suc- 
cessful run of Hollywood block- 
busters such as 201 2 and Avatar. 
Success for Avatar did not come 
easy, though. The team at Fox 
Star Studio, which marketed and 
distributed the film in India, be- 
gan its spadework 10 months 
ahead of its release: There were 
only 12 digital ( 3D-capables) 
screens in India when Ice Age was 
released around seven months 
ago, but by the time Avatar was 
launched, the distributors had con- 
vinced others to invest in such 
screens. Over 60 digital screens 
showed the film. The dual price 
strategy helped as well—the ticket 
prices were higher on weekends 
and for 3D, going up to Rs 300. 


Special Effects 


Avatar had over 750 prints, 


many of which were dubbed 
in Hindi. Tamil and Telugu. 


Source: Industry estimates 
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Fox Studio held road shows 
with theatre operators 10 
months ahead of release. 


whereas they were lower for a 
normal version in tier- towns and 
smaller screens. 

While one cannot compare the 
easy reach that a Bollywood film 
has with any Hollywood movie in 
India, the way audiences are now 
veering towards foreign films is 
nothing to be snifled at. "The threat 
is growing as Hollywood films 
dubbed in local languages, increase 
their reach." says an observer. 

Says Vijay Singh, cro of Fox Star 
Studio India: "We are very happy 
with the way Avatar has performed. 
Its collections were the highest in 
the opening week for any 
Hollywood film." While not all 
Hollywood releases do as well, many 
are ramping up their scale of dis- 
tribution, marketing and opera- 
tions, say trade analvsts. 

This is precisely why, a small 
film such as Hangover, which did 
not have a big-star cast, grossed 
Rs 6 crore in India. "India today 
has a young population and lan- 
guage barriers are melting. Hence, 
most good-content movies do stand 
a fair chance at the box-office,” says 
Ranjan Singh. Marketing Head 
(Worldwide), PvR Pictures. 

SHAMNI PANDE 


Fox Studio also aided 
credit needs of 
small exhibitors. 








Other Top 
Hollywood 
Grossers 





2012 (2009) 
Rs 90 crore 





Spiderman 3 
(2009) 


Rs 68 crore 


[ITANIC 


Titanic a997) 
Rs 55 crore 


uantum of 
solace (2008) 


Rs 44.5 crore 








VIT becomes the first 
Indian university 


to get the coveted 
ABET, USA accreditation 


VIT is an International University in the true 
sense of the word. 

ABET, USA the prestigious education body 
has certified VIT's B.Tech. Mech. & B.Tech 
Civil (which are accredited in the first phase 


with the highest possible grade of NGR for a 













Engineering 
Accreditation 
Commission 









For more information about ABET visit 


www.abet.org 


period of six years) to have met its stringent 
standards; an honour that does not come 
easily. It is a significant milestone that sets 
standards for others in the country 


What a proud moment for us, our students 


5 


and their parents! 


Vellore 632 014 


T ^ 
amil INaG 


VIT 
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www.vit.ac.in 
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FOCUS-WELL SAID 


66 








he physical book 
has had a 500-year run. It's 
probably the most 
successful techno- 
logy ever. But no 


technology, even as S 
elegant as the book, CN 
lasts forever “Td rather have a stallion I'd 


say ‘wow to than a donkey 
y Founder and CEO, Amazon, which that has to be kicked to gel it 
developed the Kindle, in Newsweek to move. You (India) are 


w 





riding a stallion now, 
which is exciting” 





“Too much of stimulus, when the body 
is getting healthy, is not good. It can be 
injurious to health" 





Finance Secretary, Govt of India, to Agencies 


“Tam not taking 
a dig at the 
education system 
..Imlooking at 
| constructively 

j z trying to 





e improve things 
lhe bottom of the Gr oürchibiren 
pyramid is where and ourselves" 


. ,* 
the money is 
€ ictor, on his movies Taare 
Zameen Par and 3 Idiots taking 
a dig at the education system, 
in The Times of India 


CMD, TVS Motor. in Mint 


CLASSIC BUSINESS QUOTE 


Jack Welch 
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Need to grow your enterprise? 
Talk to us at IOB. 





At IOB, we offer: 


» 


» 


» 


» 


» 


Term loans and Working Capital Finance 

Standby term loan facility under IOB SME Advance Term Loan Sanction Scheme 

Collateral-free loan under CGTMSE Guarantee Scheme 

Loans for Road Transport Operators, Professional and Self-employed, Small Business and various other services 


MSME Care Centres at all Regional Offices for speedy redressal of grievances of MSME Sector 


To know more, log on to www.iob.in or visit your nearest branch. 


K sfudara Aava d 
yy Indian Overseas Bank 


Good people to grow with 


FOCUS-ADVERTISING 


BT-TAM 


Most Watched Ads in December 2009 


THE TOP TEN... 


Detto! Skincare Soap GRPs 





Seconds on air: 441,625 Seconds on air: 2,01,950 
Maggi Pazzta GRPs LG Group (Electronics) GRPs 
722 704 





Seconds on air: 76,440 


Seconds on air: 2,27,950 


Kotak Child Plans YE Airtel Cellular Phone Service E 
6 








Am. || 
Seconds on air: 2,05,760 Seconds on air: 3,47,650 
Dish TV GRPs Dish TV GRPs 
661 633 









Seconds on air: 2,72,805 Seconds on air: 3,05,035 
Sahara City Homes (Sahara) GRPs Fair & Lovely Winter Fairness GRPs 


625 597 





Seconds on air: 3,94,605 Seconds on air: 1,24,410 
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he dust has finally settled 

after the festive season and 
several categories are making a 
comeback in the Business 
Today-TAM People Meter 
System’s monthly ranking of 
“India's Most Watched Ads”. In 
December, consumer electron- 
ics, insurance, DTH and even 
real estate companies once 
again emerged as effective 
spenders on ad campaigns. 
FMCG companies, though, still 
dominate-big daddy Hindustan 
Unilever alone has eight brands 
from its stable in the list. 


... AND THE OTHER FIFTEEN 
ORANK/BRAND RS. 


11 Nestle Munch 595 
12 Sunsilk Co-creations 587 
13 Castrol GTX 580 
14 Act II Microwave Popcorn 515 
15 Close Up All New Toothpaste 557 
16 Surf Excel Washing Mat Range — 554 
17 Pantene Pro-V Hair Fall 530 
18 Clinic Plus Strong & Long 509 
19 Garnier Fructis Shampoo Plus Oil 503 
20 Maggi Vegetable Atta Noodles 502 


21 Colgate Dental Cream 502 
22 Lakme Sun Expert Range 501 
23 Center Fresh 497 
24 Lux Toilet Soap 490 


25 Garnier Light Skin Naturals 486 


MOST WATCHED ADS IN NOVEMBER '09 


1 Tata Docomo 1,184 2 LIC Jeevan Saral 1169 

3 Maggi Masala 940 4 Reliance Mobile 933 5 Lux Toilet 
Soap 919 6 Aircel Cellular Phone Service 824 7 Sunsilk 
Co-creations 775 3 Tata Sky 756 9 Sun Direct 725 © 
Fair & Lovely Multivitamin 695 


Source: TAM People Meter System 
All india CS 4+Yrs GRP normalised to 30 secs 
Sept. 2009 To see ad duration, visit www.businesstoday in 
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S P Jain's Global MBA gets even more global 
Now study in Singapore, Dubai plus Toronto/Sydney 


Q. Why is the program taught in three cities? 

A. This program is designed to transform bright and successful 
executives to become Global Business Leaders. Conducting the 
program in three world capitals Dubai, Singapore and 
Toronto/Sydney** enables participants to learn firsthand about the 
unique business environment and cultural issues in each city. 
Guest lectures by local top management contextualize concepts to 
global practice. Doing a field project in each city adds an 
interesting practical dimension to the program. Exploring the world 
beyond one's home country not only broadens one's horizons but 
helps one build the global business acumen that todays 
challenging marketplace demands. 


Q. Whatelse is global? 

A. The global MBA program has a world-class team of professors 
from across the world to teach courses in a global context. The 
peer group consists of a diverse and eclectic student body hailing 
from several countries. There is also a big component on self- 
development training, as we believe that it is very crucial for today's 
globa! managers to have the requisite skill-set besides theoretical 
knowledge. 





S. P JAIN 
: CENTER OF 
Accredited 
Sey MANAGEMENT y 
eJ MI DUBAI © SINGAPORE MBAs 


gmba@spjain.org 
www.spjain.org 


Q. Why is it a one-year program? 

A. The program is designed for working executives who preter to 
take as little time off as possible so that they can get back to work 
sooner. The curriculum however, is equal to a typical two-year 
program, as it is designed in a tight format with few holidays. The 
executives applying for the Global MBA ore intelligent, self- 
motivated and ambitious and prepared to work twice as hard in 
order to save one yeor. 


Q. Why is it necessary to have work experience to join the 
program? 

A. The program is designed for a mature group of participants 
enabling rich peer group learning through classroom discussions 
ond group work. Every participant will have o minimum of two 
years work experience and the average will be over four years. It is 
also an international norm to do an MBA only after acquiring 
practical knowledge after few yeors of working. 


Q. Does S P Jain hove international accreditation? 

A. S P Jain has been accredited by one of the world's leading 
bodies - the Association of MBAs, UK. S P Jain's MBA programs are 
the only MBA programs of Indian origin to be accredited by this 
world-renowned body. S P Join was ranked #1 in the UAE* in an 
AC Nielsen survey. 


** The summer intake students can spend a term ot the York 
University's Schulich School of Business, Toronto (ranked #1 in 
Canada and #15 in the world) and the winter intake students can 
spend a term at the Australian School of Business, University of 
New South Wales, Sydney (ranked #1 in Australia and #5 in Asia) 


Last date for application - February 14, 2010 





Mumbai:+91 22 32906596/97 


* S P Join cioim based on research conducted by Nielsen UAE, field work dotes: 12th Moy - 15th June 2008, somple size: 100, population detoils 


Duboi:-- 9714 4291234 


Singapore: +65 62704748 


HR Monogern Recruitment in-charge of lnodieg coro 


rate orgon sagho 


Welcome - 


— 


Presenting I 
ITC-WELCOMGROUP ; 
Hotels, palaces and resorts Where We ta ke Care of natu 


THE WORLD'S LARGEST AND AS 
"(LEADERSHIP IN ENEF 


For more details and reservations, contact the hotel or your travel agent 





ssponsible Luxury 


THE 
ITC | ROYAL GARDENIA 
| HOTEL | BENGALURU 


oyal Gardenia. 


> that it takes care of you. 
A LUXURY COLLECTION HOTEL 


RST LEED FUNT RATED HOTEL 1, Residency Road, Bengaluru 560025 Tel: 080 2211 9896 
ENVIRONMENTAL DESIGN) wwwitcwelcomgroupin 





KU EDEEF 


FOCUS-GRAPHITI 


THE ECONOMICS OF 


Unique Identity 


There is a lot the Unique Identity (UID) number will do. And a lot that it can't. 
The UID number will guarantee identity. This alone, by eliminating duplication 
of beneficiaries in government schemes, could save the government upwards 
of Rs 20,000 crore a year. That is not all, by allowing access of database to 
private sector, the UID authority will earn up to Rs 300 crore a year. 





t ~ 





€ PAN cards, gas connections, 
passports, LIC policies, birth 
and death certificates could 
use the UID. 





@ Which will eliminate fraud and 
lower transaction Costs for 
target identification under 
social spending schemes. 


@ Government will save Rs 1,200 
crore a year through better 
target of LPG subsidies alone. 


@ UID will also provide checks 
on whether intended 
beneficiaries are 
receiving funds. 





@ It will also enable Universal 9 Initial estimates of enrolment 
Child Tracking-UID authority cost for each resident are 
has proposed making UID between Rs 20 and Rs 25. 
mandatory for school ; 
admissions from 2011. 9 [he total enrolment cost is 


estimated to be Rs 3,000 crore. 


Source: UIDAI 


How the US Social 
Security System Works 


e Everyone is assigned a unique nine- 
digit Social Security Number (SSN). 


e All citizens are required to apply for a 
SSN when they start their first job. 


e SSNs keep track of the money put into 
the social security programme by 
individuals. 


] © SSNs are required for children if parents 
want to open savings accounts in their 
name or get them medical coverage. 


|| e Social security coverage is 
mandatory-you can't opt out. 
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The Future of 


Dollar 


he dollar will not lose 

its preeminent status 
as the global reserve cur- 
rency in the foreseeable 
future, but there will be 
greater exchange rate 
volatility. The result: 
Uncertainty and destabilising shifts in cross-border capital 
flows that will be hard to manage for policy makers and 
businesses alike. These are the findings of a new studv by 
McKinsey Global Institute, An exorbitant privilege? The 
implications of reserve currencies for competitiveness. 

The anticipated volatility in dollar value will largely be 
due to the reluctance of the Us to maintain a stable currency 
through tighter monetary and fiscal policy. The study 
points that there are negative impacts of the vs acting as a 
magnet to the world's official reserves and liquid assets. 
Specifically, the exchange rate of the reserve currency 
issuer is higher than it would otherwise be because of the 
increased demand for assets denominated in that currency. 
This higher dollar exchange rate disadvantages the Us 
exporting firms as well as the us firms that compete 
against imported goods. 


Dollar is the dominant reserve currency 
as it accounts for... 


63 30 35 96 





per cent of per cent of per cent share per cent of 
global forex AAA-rated of global forex 
reserves bonds bond issuance transactions 


... and will remain so given... 

@ The size of the US economy and its financial system 

e The strong tendency towards inertia in currency usage 

@ Reluctance of the Eurozone authorities to assume a more 
prominent reserve currency role 


... but the currency will remain volatile and its value 
will fluctuate more than ever before. 


Source: McKinsey 
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FOCUS 


BT-CARMA 


CEO WATCH 


India's and the world's most talked-about CEOs in December. 


Reliance Industries Chairman Mukesh Ambani, not 
surprisingly, was the most written-about CEO in 
December 2009. Less predictably, though, of the articles 
tracked, none was critical and at least six per cent 
mentioned him in favourable light. Ambani was also in 
the limelight for being ranked the 5th best CEO in the 
world by Harvard Business Review. 


CEO/Company Total Number of Stories 


Mukesh Ambani/RIL 54 
; Anil Ambani/ADAG 44 
Mukesh Ambani Kris Gopalakrishnan/Infosys 14 


K.R. Kamath/PNB 14 
Kuldeep Goyal/BSNL f 


r 











K. idn Rahul Bajaj/ Bajaj Auto 10 
Anand Mahindra/M&M 10 

Sunil Mittal/Bharti 8 

! R.S. Sharma/ONGC [ 

M. Thiagarajan M Thiagarajan/Paramount Airways 6 
CEO/Company Total Number of Stories 


K. Lewis/BoA 70 
R. Murdoch/News Corp 65 
W. Buffett/Berkshire Hathaway 63 
L. C. Blankfein/Goldman Sachs — 43 





F. Henderson/GM 43 
J.R. Immelt/GE 37 
V. Pandit/Citigroup 36 
J. Ackermann/Deutsche Bank 35 
J. Mack/Morgan Stanley 34 
S. Marchionne S. Marchionne/Fiat 32 


Source: CARMA International 


Robert A. Brown, President, Boston 
University (BU), US, was in India recently 
to attend BU's global leadership summit. 
He spoke to Manu Kaushik on the 
university's plans to enter the Indian 
higher education space. Ex erpts: 


India ranks right on top for us. In the 
short-term, we will develop specific 
programmes with universities here 
where a part of the course will be taught 
by our faculty in India and the rest in 
Boston. Ultimately, we intend to have 

a full-fledged campus in India. 


They will primarily be postgraduate 
programmes where we can leverage 
our expertise. Initially, these will be 

in areas such as public health, modern 
communications, bio-medical 
engineering and journalism. 


A large number of Us universities are 
keen to enter India, too. We have been 
cautious because we don't want to 
compromise on our quality of education. 


The challenge is to provide quality 
education at a relatively affordable price. 
We need to understand how 
to become a financially 








sustainable entity here 
over a period of time. A 
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“We Intend 
to Have a 
Full-fledged 
Campus in 
India" 
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Headquartered in Singapore, DBS is the largest financial services group in South 


born and bred here, DBS understands the rich heritage and bold ambition that ¢ 


With yperations across 16 mark ets. and one Of the highest credit ratings In the region, DBS IS NOW 


ready to bring to India, the expertise that makes it Asia’s Banking Specialist 
Corporate Banking | Treasury & Markets | SME Banking | Financial Institutions | Personal Banking 


Branches: Benaaluru, Chennai, Kolkata, Moradabad, Mumbai 
Pune, Salem 


Enr mare infnrmatinn visit www ans com/in or SMS ‘DBS’ tO 56677 DBS. Livina. Breathing Asia 





OPINION-ECONOMY 


BIBEK DEBROY 


ECONOMIST & PROFESSOR, CENTRE FOR POLICY RESEARCH, NEW DELHI 





even point nine per cent DP growth in Q2 
of 2009-10 is deceptive. India is certainly 
not on 9 per cent growth trajectories. 
perhaps not even on 7.5 per cent, though we 
may approach that kind of real Gp» growth 
number in 2009-10. Indian growth has been 
driven by investment, consumption and exports. 
None of these three components yet shows signs 
that so-called green shoots are becoming trees. 
If we did 7.9 per cent in 02 and approach 
7.5 per cent in 2009-10, that will be because of 
government expenditure. And this is unpro- 
ductive government consump- 
tion expenditure, not public exp- 
enditure leading to asset- 
creation. This is also unsus- 
tainable because resources have 
opportunity costs and through 
this government expenditure, 
we have cross-subsidised the 
relatively-rich at the expense of 
the relatively-poor. Until private 
investment, private consump- 
tion and exports recover, there is 
every reason to look for clouds in 
that silver lining of 7.9 per cent. 
Interest rates in India are 
high. and high growth since 
2003-04 has been driven by 
lower real interest rates. Prime lending rates 
(PLRS) are misleading as little lending occurs 
at PLR. Interest rates are high because of 
cross-subsidisation of priority sector lend- 
ing. floors on deposit rates effectively set by 
administered rates on small savings, ineffi- 
ciencies (measured by spreads) in banking sys- 
tem and high government borrowing. A few 
companies accessed global capital, but this 
wasn't broad-based. We have done nothing 
to reform structural rigidities leading to high 
interest rate regimes. 
With this upward bias still existing and 
growth recovery still fragile, it will be a mistake 
to take measures on liquidity or policy rate 


This Inflation Has Nothin 
to Do with Monetary Poli 








9 
Cy 


increases. We slowed down growth even 
before global financial crisis surfaced in 
September 2008. We slowed it down by inc- 
reasing interest rates, particularly in 2007, and 
brought growth down from 9 per cent to 
7.5 per cent. There is a danger we might do 
that again soon. 

The inflation bogey is a red herring. 
Inflation is high, but only food price inflation. 
This has nothing to do with monetary policy. 

Nor does it have much to do with drought, 
some specific items being an exception. Food 
prices have increased continu- 
ously. Because agro-cum-rural 
reforms haven't been introduced, 
the supply curve is inelastic. 

And rural demand has inc- 
reased because of farmers' debt 
relief, MGNREGS, pure income eff- 
ects and changes in consump- 
tion patterns. Organised pur- 
chases by large-scale retailers 
may also have a role in this. 

Rather oddly, intermedia- 
tion, measured by gaps between 
what farmers get and what con- 
sumers pay, also seems to have 
increased, especially for fruits 
and vegetables. This has nothing 
to do with drought because it preceded drought 
and some items are perishables. With reforms, 
dis-intermediation occurs and distribution 
chains collapse. 

While there haven't been reforms, what 
is odd is that distribution chains seem to have 
become longer rather than collapsing. Despite 
links between political classes and agri mar- 
keting. this counter-intuitive phenomenon 
needs explanation. The point is that we should 
now do something about agriculture reforms 
instead of only talking about them. 

To return to the original issue, by tighten- 
ing monetary policy, we won't solve inflation. 
But we will succeed in shackling growth. © 
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By tightening 
monetary 
policy, we 
won't solve 
inflation. But 
we will 
succeed in 
shackling 
growth. 


. Create fuel for growth 
* Trainees take home much more 
* Learning on demand 
* Zero travelling for training 
* Get accurate feedback 
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Call Shikha Saxena at 1800 180 1818 [Toll Free)/ +91-124-39884088 
or email info@businessoctane.com to request a demo or ask our 
Sales Consultant to get in touch with you. Visit www.businessoctane.com 





THE TOPPERS 



































RANK COMPANY INDEX SCORE 
..1 Infosys Technologies 100 
2 Googleindia — 92 
3 Tata Consultancy Services 46 _ 
= 4 IBM (incl. Daksh) - 42 
9 Microsoft India |. 36 
6 Wpo si 
_ T _State Bank of India 32 
8 Bharti Airtel - | 29 
.9 = HP India | — £8 
10 HDFC Bank | A 
. M Larsen&Toubro — — 25 .— 
12 Hindustan Unilever 24 
13 ONGC — — — 24 
14 TataMotors — | 24 
15 "C | | |  — 16 
.16 Accenture India = Y 
17 HCL Technologies 14 
18 Cognizant 14 
19 ICCiBak = à 13 
20 TataSteel 12 
21 NIPC O 7 
22 Dellnda | . |10 
23 HSBC Data Processing 9 
24 BEL /— 9 
25 Infosys BPO 9 





Based on a survey of 8,742 respondents in 1,000 organisations across 800 cities. Index value varies 
between 0-100; 100 being the best company's score. Figures are rounded-off. 


PREVIOUS YEARS' TOP EMPLOYERS 





200 —— .2002 - £003 — 2004  — 

1 Infosys 1 Infosys (0.1 P&G |. 1 Sasken 

2 P&G 2 P&G 2 American Express 2 Infosys 

3 Hewlett-Packard 3 Hewlett-Packard 3 NTPC 3 Thermax 

im | ME ea 4 HCL Comnet 
Software 5 Satyam . 5 GlaxoSmithkline 5 HDFC 





—— 
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The Top Ten 


Reliance 







Methodology 
Sector Toppers 
The 5 0s 

Know Your HR 











More companies, sector champions and fresh insights into HR— 
the 9th annual study breaks new ground. sauMYA BHATTACHARYA 


eetu Mathur has worked with 
three banks in the past five 
years without resigning from 
any (read her story on Page 
70 to find out how). Now, she 
is happy as a branch manager at nprc Bank. 
Sunil Kulwal was heading the chemicals 
division of Grasim Industries in Madhya 
Pradesh when a new career was opened up 





for him in Australia at a group company's 
mining business. Patricia R. Fenandoe has 
been with œm India for 17 years and has no 
plans to jump ship for money because 
flexibility of roles and working hours is more 
important to her. 

Mathur, Kulwal and Fenandoe are just 
some of the faces that will pop up in the 
following pages with their tales of the work- 


2005 2006 2007 2008 


1 Infosys 1 Infosys 1 Microsoft India 1 Microsoft India 

2 Sasken 2 MindTree 2 MindTree 2 iGate Global 
Consulting Consulting Solutions 

3 Genpact 3 Satyam 3 J&J 3 HCL Infosystems 

4 HCL Comnet 4 Dr Reddy's Labs 4 Sapient 4 HSBC 

5 NTPC 5 Sapient 5 Infosys 5 Marriot Hotels India 
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BEST 
TO WORK FOR 








SECTOR TOPPERS 


BANKING & 
FINANCE nper 
RANK SCORE 


1 ICICI Bank 100 
2 Bajaj Capital 55 
3 HDFC Bank 52 


4 ICICI Prudential 52 
Asset Mgmt 





5 SBI 46 
ICICI Bank wins by a big 
margin. There is little to tell 
between #2 and #5. 

S MANUFACTURING 
INDEX 

RANK SCORE 

1 L&T 100 

2 Grasim Inds 64 

3 BHEL 5] 

4 AshokLeyland 49 

S Hindustan 49 

Aeronautics 


Decisive vote for L&T. Neck 
and neck fight for slots 
#3 to #5. 





Index value varies between 
0-100; 100 being the best 
company’s score. 


place as we present the latest edition of 


Business Today's Best Companies to Work 
lor. (ceos and HR bosses need not worry: This 
edition also names the companies that are the 
best workplaces. And quite a few old 
favourites figure again.) 

Why are we talking of emplovees first: 


Career and Personal 
Growth has displaced 
Compensation as the 
most important factor in 
deciding Best Employer. 


There has been a vast shift in the methodol- 
ogy this year as Br decided to make it the 
most comprehensive survey ever. Also, each 
of the tales cited disclose new trends at the 
workplace (more about that later). 

The methodology change first. For one, 
we decided to bypass the companies and go 
straight to the employees, 8,500 of them, 
across industries, cities, age-groups. func- 
tions, et al. We asked them to rate their 
choice by six factors. 

Second, and again for the first time, we 
decided to rank companies sector by sector 
and across sectors. So, when we asked 
respondents about the best company to 
work for across sectors, we had not flipped. 
If a nuts-and-bolts engineering major like 
Larsen & Toubro has to set up an infotech 
division to retain talent. it shows that the 
best companies today not only poach from 
industry rivals, but from other sectors. And 
nobody wants to lose talent. (That talent 
thing threw up another amazing fact. Staid 
old public sector companies like BHEL or 
NTPC, which are way behind the private 
sector on the compensation front, are deep 
wells of talent for India Inc.) 

The cross-sectoral approach gave us 
some surprising feedback. For example, em- 
ployees across a swathe of industries ranked 
icici Bank at an overall #19 while sure and 
safe sgi was up there at #7, But respondents 
from the banking & financial services in- 
dustry ranked icici Bank at &1. 

Clearly. while it may be easy for a player 
like icict Bank to attract talent from prsi. it 
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may face tough competition in cross- 
sector hiring. In contrast, technology 
multinational Microsoft India is the pre- 
ferred choice for employees across indus- 
tries, but loses out to other software serv- 
ices giants in the sector rankings. 


Public Memory is Short 


Some of the companies in the Top 10 
happened to be the biggest retrenchers dur- 
ing the 2009 downturn. Go figure. Take 
Rakesh Sharma (name changed on re- 
quest), who was told by his employer 
Microsoft India (ranked #5) one day that his 
role no longer existed. Sharma had joined 
Microsoft's 'Unlimited Potential Group' in 
Mumbai in July 2008, and had barely set- 
tled when the global financial crisis spawned 
dark clouds of worry. In December 2008, 
when Microsoft laid off its first set of people 
globally, India was not affected. Then, in 
mid-April 2009, Microsoft told him and a 
few others that the downturn had impacted 
their role and it no longer existed. In May, 
the company broke the news to him that he 
was being let go. 


"As MNCs have suffered 
globally, many professionals 
look at Int 
with a less jaundiced eye" 


Sonal Agrawal 
CEO, Accord Group India 
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BEST 
COMPANIES 





TO WORK FOR 
SECTOR TOPPERS 
(Nic 

INDEX 
RANK — SCORE 
1 IBM Daksh 100 
2 HP BPO 64 
3 Infosys BPO 5l 
4 TCS BPO 49 
5 HSBC Electronic 49 

Data Processing 


IBM Daksh is an aspirational 
favourite, the rest are 
distant competitors. 





Se SOFTWARE 
INDEX 
RANK SCORE. 
1 TCS 100 
2. Infosys 96 
3 IBM India 82 
4 HCL Tech n 
5 Wipro 58 


It's a close race to the top. 
Four of the companies rank 
in overall Top 10. 
‘oso a RESPICE PL 
Index value varies between 
0-100; 100 being the best 
company's score. 


",..It was a shock. I had joined Microsoft 
thinking it would be long-term," recalls 
the 39-year-old marketing veteran. He 
was given two months notice. But what 
happened subsequently shows the re- 
markable face of the new workplace. 
Sharma was told he could still look for 


PSUSslike Bhel or NTPC, 
which are way behind 
the private sector on 
the compensation front, 
are deep wells of talent. 





other roles within and that he was being let 
go because he was in a project that no 
longer existed. 

The HR department provided him and 
others with a list of jobs. The second list had 
two potential openings. Sharma went 
through the entire hiring process all over 
again and was selected for the core mar- 
keting group in June 2009 at a new loca- 
tion, Gurgaon. “I re-joined Microsoft be- 
cause I still value it as a company though 
I did not expect a layoff from it," he says. 

What was the biggest learning for the 
Indian workforce in the “Year of Layoffs’? 
That people rationalisation is a business 
imperative. As the survey shows, this 
lesson has been understood well. And may 
be this is why quite a few retrenchers 
figure in the Top 10. For employees, the 
new worry now is not about being 
retrenched but about how the employer 
handles the layoffs. 

"People would consider the way in 
which layoffs were handled and how 
people were treated, even if redundancies 
were necessary," says Sonal Agrawal, CEO, 
Accord Group India. 

This sensitivity is appreciated by many 
HR bosses, and BT has not ignored their 
feedback or the good work they do from 
behind the scenes, steering careers of CEOs 
or making the factory floor better. 
But this study is clearly driven by employee 
perception. 

The unusual year gone by created 
many new patterns, upsetting old ones. 
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Pedigree Matters... 


So does size. And whosoever thought oth- 
erwise got it wrong. Says N.S. Rajan, 
Partner and Global Leader (HR Advisory), 
Ernst & Young. "Traditionally, people make 
informed choices on two key factors. They 
look for a good name—it's a stepping 
stone... it's easier for an employee to go 
from a great company to another great 
company than a small company to a big 
company. An equally important factor is 
how a company manages itself. People 
want to join companies that have the ca- 
pability to surmount adversity and have the 
right leadership. ...the presence of such 
factors will mean the organisation will 
handle people issues better." 

The big ships are also perceived to be 
safer. Infosys Technologies is 100,000-plus 
employees and growing. Tata Consultancy 
Services is 1 25,000-plus..... Microsoft, Google, 
and uprc Bank are exceptions to this in the top 
10. "Microsoft and Google are the aspirational 
brands for the young and the restless," savs E. 
Balaji, ceo, Ma Foi Consultants. 

The survey also highlighted how 
prospective employees began to appreciate 





"We have seen an influx of 
engineers into other sectors. 
When the ecor renc 

reverses, they will flock to IT" 


Sanjeev Bikhchandani 
CEO, Naukri.com 
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At Kyocera Mita, we believe in "Customer First"- creating true customer 
satisfaction by providing the greatest value for all business needs. 

With Kyocera Mita this approach takes the forms of our printer brand "ECOSYS*" 
and the multifunctional system brand "TASKalfa". 

Our printers and MFPs, meeting the demands of cost-savings, ultra-reliability and 
superior performance, won 2009 BERTL's Best Awards in a total of 10 categories. 
In addition, the TASKalfa 500ci series won five stars-the highest rating-proving 
the high reliability of Kyocera's technology. We continue our unending pursuit of 
value and reliability, and so remain the best partner for our customers. TASKalfa P 





TASKalfe™ 
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* Kyocera's acclaimed concept of environmentally friendly products. 
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BEST 
COMPANIES 
TO WORK FOR 





SECTOR TOPPERS 


— 
TELECOM 
INDEX 
uw — — — SOR 
1 BSNL 100 


2 Reliance Comm. 99 
2 Bharti Airtel 99 
4 Nokia Siemens 79 
5 Ericsson India 59 


The closest race with 
about nothing to separate 
the top three. 





m CORE SECTOR 
INDEX 
RANK = SCORE 
1 ONGC 100 
2 NTPC 98 
3 10C 79 
4 BP 59 


5 Suzlon Energy 58 


Public sector sweeps the 


rankings. NTPC gives tough 


fight to topper ONGC. 
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Index scores vary between 
0 and 100; 100 being the best 
company's score 





the career growth and stability offered by 
public sector companies in the backdrop 
of the recession and job cuts. If B-School 
grads preferred pst banks over Merrill 
Lynch, why should once (#1 3), NrPC (#21) 
and BHEL (#24) be left behind? Such was 
the impact that telecom sector employees 


ming for 
the Indian workforce in 
the “Year of Layoffs’? That 
people rationalisation is a 
business imperative. 


rated Bharat Sanchar Nigam Ltd ahead of 


the ADAG group's Reliance Communications 
and Sunil Mittal's Bharti Airtel in the survey 
sweepstakes. BSNL is ranked 32" in the 
overall rankings, 

Reasons Balaji: “Banking and telecom 
players like sgi and BSNL have faced stiff com- 
petition from the private sector in recent 
years. As a result, these organisations are 
savvy and agile unlike other psus with 
monopolies,” 

Public sector companies are being seen in 
a positive light by employees across levels and 
across age groups. Says Accord's Agrawal: 
"Given the fact that MNcs have suffered glob- 
ally, many professionals look at Indian com- 
panies with a less jaundiced eye.” 


Moolah Loses Sheen... 

At his office in Bangalore, Rajesh A.R.. Vice 
President of staffing firmTeamLease Services, 
frequently meets managers asking questions 
that were unheard of a couple of years ago. 
What is the organisation culture? Does it 
help its managers to re-skill? How does it treat 
its employees in bad times? 

“Often none of the initial queries is about 
compensation,” Rajesh says, 

Career and Personal Growth has 
displaced Compensation as the single most 
important factor in deciding the Best 
Employer across industries, age groups, 
regions and all socio-economic groups. At the 
top, the questions get even more intense. 

“Now it's about getting to know the core 
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team, drivers of India plans and level of com- 
mitment on the part of the company." says 
Manisha Deva, Client Partner, Global Financial 
Markets, Korn/Ferry International India. 

The verdict is clear. Organisations that are 
transparent and sensitive will attract em- 
ployees even if they do not offer top-notch 
compensation. 

As Y.V. Verma, C00, 16 Electronics India, 
puts it: “Money attracts people, but it is a hy- 
giene factor. If you get less money. you will 
be unhappy. But if you get more money, it 
does not mean you will be happier. Money is 
a factor to attract, but doesn't make them 
stick." 

"Top factors that attract will be 
opportunities to learn: top management and 
possibilities of career growth," adds Verma. 

There's one exception to this overall 
trend of compensation being pushed down. 
Software sector professionals attach high 
importance to compensation, and very little 
to job content—global brands and global 
aspirations. The workforce here rates its 


"People want to join companies 
that have the capability to 
surmount adversity and have 
the right ip 


N.S. Rajan, 
Partner and Global Head, HR Advisory, 


Ernst & Young 
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YOU MAY NOT SEE THE DANGERS OF UV 
BUT YOUR OPTICIAN CAN. TALK TO HIM. 


an see. UV rays are one such threat. they harm your 


Invisible dangers are often more hazardous than the ones you c 
as cataract-induced blindness, photophobia 


and other eye diseases. Getting your eyes checked and wearing plain prescription lenses are incomplete solutior 
UV rays by adapting 


Today's times demand a specialist - Transitions lenses. Transitions lenses protect your eyes from L 


eyes every time you step out in the sun and can cause diseases such 


to changing light conditions, whether you are indoors or outdoors and provide total comfort. So the next time, ask your 
optician for Transitions lenses, the complete eye care solution 


Transiti@ns 


+ 


Healthy sight in every ligh 


Know the UV level in your city before stepping out. 
SMS “UV<SPACE><NAME OF YOUR CITY>" to 56006 Que e b wu» aa 


Transitions and the swirl are registered trademarks and Healthy sight in every light is a trademark of Transitions Optical, Inc. © 2009 Ti 
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2 [ata Steel 
3 Google India 
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RANK 


2 Google India 
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4 Microsoft 





Infosys 


TCS 
IBM 


Infosys 
TCS 


IBM 


employers the lowest across factors and thinks 
their companies are the worst paymasters. 
Junior Wiproites complain that they work 
for salaries at least 20 per cent less than those 
at global rivals. 

Global compensation or not, the sheen of 
IT companies is unlikely to wane. "rr com- 
panies have built Brand India globally. Over 
the last year, we have seen an influx of en- 
gineers in other sectors. When the economic 
trend reverses, they will again flock to rr." 
says Sanjeev Bikhchandani, œo, Naukri.com. 


People Quit Bosses... 

... not companies. Forget that. Another axiom 
just bit the dust: The respondents showed 
that an employee's relationship with his or her 
boss is no longer a deciding or even an 
important factor. Now, it seems, lack of career 
growth and compensation have become the 
major reasons for employee discontent. Even 
job stress is no longer a big factor. 

To get the best hires to stick around, 
employers would do well to customise the 
carrots being offered. Entry-level employees 
and the rres workforce stress money. 

For middle managers, it is all about job 
satisfaction and role fitment. "Next comes 
the culture of an organisation, and the 





WEST INDIA 
INDEX INDEX 
SCORE - RANK SCORE | 
100 1 Infosys 100 
85 2 TCS 43 
72 3 Google India 35 
66 4 IBM 3l 
63 5 Hindustan Unilever 28 

SOUTH INDIA 
INDEX INDEX 
SCORE RANK SCORE 
100 1 Infosys 100 
50 2 Google India 62 
45 3 TCS 48 
4l 4 IBM 33 
40 5 Microsoft 29 


It's an Infosys story all the way. Tata Steel scores in the East while 
Hindustan Unilever is in the Top 5 in the West. 


Index scores vary between 0 and 100; 100 being the best company's score 
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employees and 


Entry-level 
the ITES workforce stress 


money. For middle 
managers, it is all about job 
satisfaction and role fitment. 


YOUNG GUNS 
AGE WISE TOP 5 
| <28 YEARS 28-33 YEARS 233 YEARS 
1 Google India | Infosys Infosys 
2 Infosys Google India TCS 
3 TCS TCS ONGC 
4 IBM Microsoft | SBI 
5 Microsoft IBM | IBM 


Technology rules across age groups. Older 
professionals vote ee bets like ONGC 
and SBI. 

VETE THIS PRINT EO PCTs SE fI eMe ROME eet 


behaviour of your seniors. Money at this level 
comes after these factors," says Asim Handa, 
Country Manager, Futurestep India. 

Krish Shankar, Director-iR, Bharti Airtel 
differs. Says Shankar, “People first start look- 
ing to leave when there are issues with the job 
or the boss. If the job is very good, people 
will stick with a bad boss.” 

Bikhchandani disagrees. “Discontent 
starts with the relationship not working with 
the superior. What binds the people to an 
organisation is relationship. A lot depends 
on the networks you build, but when people 
leave, they do leave bosses.” 

Gautam Chainani, Chief People Officer, 
Aditya Birla Financial Services Group, cites 
three top trends spawned by the recession 
and the job cuts. First, the Indian social fabric 
also evolved together with the employee. 
Second, employees started putting job and 
career over salary. Third, executives looking 
for change decided to wait longer for the 
right opportunity, 

Enough debating. sr went looking for 
best employers in one of the worst years for 
jobseekers, companies and Hk alike. Read on 
to see what we found. © 


COMMENTS & FEEDBACK AT 
btfeedback@intoday.com 
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The unique air cushion system in the new SWISS Business Class. Adjust the seat's air cushions to 
your preference, let the seat's massage function work out any lingering kinks and press «Play». Then, jus! 
before you drift off completely, stretch out on the new full-length bed. You can now personalise your Space 
aboard our brand new aircraft on flights from Mumbai and Delhi to Zurich. For bookings and information visi! 
swiss.com, call 1-800-209-7240 / (022) 6713-7200 or contact your travel agent 


For an even more exclusive experience try our suite above the clouds in the new SWISS First Class 
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Bearys Global Research Triangle 


INDIA'S FIRST PLATINUM LEED CERTIFIED GREEN BUILDING RESEARCH PARK 


The Bearys Group recognizes that great minds need spaces to inspire thought and enhance collaborative work. The Bearys 
Global Research Triangle (BGRT) is a world-class research enclave dedicated to the invaluable contribution of business and 
information technology to the modern world. Located in the proximity of ITPL at Whitefield, Bangalore, it is modeled on 
the much celebrated Research Triangle Park (RTP) North Carolina, USA. BGRT is built on a 21 acre triangular park and 
comprises five research towers named after some of the most famous inventors of our times. An optimal environment that 
will inspire occupants to reflect, collaborate and develop breakthrough products and services for the future. 





BGRT HAS MANY FIRSTS TO ITS CREDIT IN INDIA: + Winner of Best Office Development Award at the 
« First Platinum LEED certified Green Building Research Park es SU ae POS ae ety AMEN 
First project to offer 91% floor efficienc * Winner of the Outstanding Concrete Structure 
" lr. ! A ee d aii Award 2009 conferred by the Indian Concrete 
. » First IT project with 16m x 16m grid Institute (ICI) 


- s First green field project offering the highest energy savings 
of over 53% and water usage reduction of 40% 


« First IT project in the midst of residential neighbourhoods 
promoting a 'walk to work' culture 


* Nominated for the Best Sustainable Architecture 
Project at the Real Estate Investment World 
Summit, Riyadh, 2008 
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Number one on all survey parameters, the Infosys brand 
INFOSYS strongly resonates in the Indian job market. Making it echo 
globally is the company's next milestone. ranut sacHiTANAND 
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aga Sirisha M. was the envy of 
her graduating class in the sum- 
mer of 2009 when she received 
a job offer from Infosys 
Technologies, the first among 
equals in India's software services landscape. 
A job with Infosys was a natural progres- 
sion for the topper from Hyderabad's 
Jawaharlal Nehru Technological University. 
Soon after, the 22-year-old was in the 
pincer grip of the global economic slowdown. 
Bangalore-based Infosys postponed her join- 
ing date from May. Sirisha decided to sit tight. 
refusing other jobs and choosing instead to sign 
up for some training programmes. In January, 
she got the Infosys call and joined training. 
Sirisha's decision to wait out is as much 
testimony to her confidence as much to 
Infosys' brand in the job marketplace. The 
company, founded by seven engineers all 
hailing from small town India, remains un- 
shaken at the top of this year's gr-Indicus- 
PeopleStrong Best Companies to Work For 
listing—its fifth time in nine such surveys 
(two of which it kept away from) by this 
magazine. Infosys identifies itself, says Infosys’ 
Human Resources Director T.V. Mohandas 
Pai, “with the needs and aspirations of the 
middle class”. It is a company that parents 
want “their sons or daughters to work for”. 





Infosys bills as the world’s biggest training 
centre. The setting is clearly collegial—lood 
courts, a swimming pool, basketball and ten- 
nis courts, a laundromat and comfortable liv- 
ing quarters, and 6,000 bicycles (and 8 me- 
chanics)—on the 237-acre campus. But the de- 
mands on trainees make it a pressure cooker 
too. They attend classes from 9 a.m. to 5 p.m. 
Tests and the fear of failure often keep them up 
until dawn. The environment can be breaking. 
Two trainees have committed suicide since 
2007 when the campus opened. 

Such incidents and the hiccups from a 
recession in the us and Western Europe (where 
Infosys gets 90 per cent of its $5-billion 
revenues) aside, the company shows little 
signs of losing its prestige among young 
employees and potential recruits. "It's a com- 
bination of the campus you have the oppor- 
tunity to be in, training facilities and feedback 
from seniors." Sirisha, the Hyderabad techie, 
explains of her decision to sit on her hands 
six months waiting for the call from Infosys. 

Other inherent strengths of Infosys keep it 
buoyed in the minds of job-seekers. Its 
consistent communication with its people, 
customers and partners makes it a credible 
place to work. “There is a razor sharp focus on 





The draw: A meritocracy that embeds — HR CHECK — — —— ——— SURVEY SCORECARD -— = 
and values skills in its people, which, in turn, _ Number of employees: 109,882 pem unl 2E. 
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customer intimacy and this is clearly com- 
municated to and accepted by employees," 
says Manohar Atreya, Technology Practice 
Head for 03 Capital, a Bangalore investment 
banking boutique. Atreya worked for a decade 
at Infosys until 2007. The habit of the founders 
to take ownership of business reality—they 
took a voluntary pay cut when the slow- 
down struck—makes for inspiring lore for 
starry-eyed recruits hungry to make a mark. 

Still, there are new challenges that the 
company has not faced in its 28 years of 
existence. According to four headhunters and 


Infosys' draw is that 

it is a meritocracy which 
embeds and values 
skills in its people. 


over a dozen former employees gr interviewed, 
the shine at Infosys as the most coveted com- 
pany to work for is waning—at least in the rr 
industry. This is backed by the current gr sur- 
vey's finding that software engineers ranked 
bigger rival Tata Consultancy Services over 
Infosys as the &1 place to work in their in- 
dustry. While tech multinationals and prod- 
uct companies offer at least 20 per cent higher 
for junior employees, specialist consultants 
prized among management consultancies 
such as Bain & Company or direct rivals such 
as International Business Machines (BM) and 
Accenture are poached with offers 50-150 
per cent more. A salary hike and promotion 
freeze Infosys put in place in 2009 and re- 
scinded recently hasn't helped. 

A former Infoscion, who worked as a 
software analyst at the company, complained 
of dealing with "boring and dead-end" tasks 
such as software testing. Unlike some com- 
panies such as 8M, which give employees 
options ranging from working at its R&D lab to 
being a manager at large global projects 
(complex deals over $1 billion in size), Infosys 
and top Indian vendors are bereft of such 
breadth. Pai, a bearded six-footer who is 
more comfortable in sleeves than in a suit. dis- 
agrees strongly: "We offer global opportuni- 
ties unlike our multinational rivals who are 
hiring mainly for India-centric roles." The 
bigger challenge. he says, is from hirers in 
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businesses such as infrastructure and 
automobiles that are expanding at 20-50 
per cent in India. 


The Girth Fix 


The growing size of Infosys—over 1,00,000 
employees and expanding at 15 per cent — 
means that a thousands-strong middle-rung 
risks running into a brick wall. "There are few 
opportunities for a vast majority of mid man- 
agement, who can't make it to the board or 
even (the second tier) Executive Council," 
says a person, who served as a former vice 
president at Infosys, promising honesty in re- 
turn for anonymity. Agility is a casualty 
too, as the company centralises functions, say 
current and former employees. For exam- 
ple. all letters of secondment need Chief 
Financial Officer V. Balakrishnan to sign off. 

Infosys is cognizant of such concerns and 
is creating more layers at the middle level. 
Between the grades of software developer 
and project manager, it has now mezzanine 
levels of technical analyst and technical lead. 
This introduces a year or more to the 3-to-5 
year journey a developer takes to get to be a 
project manager but adds depth at the man- 
agerial level to compete more effectively with 
IBM and Accenture, where such managers 
often come with a decade's experience. 

Then, in an attempt to give its employees 
diverse career paths, the firm launched an nR 
initiative that it calls inAcr, short for Infosys 
Role and Career Enhancement, some 18 
months ago. So, ifan engineer wants to build 
new tech competencies rather than stay a 
code jock of low-end skills, there's training 
available. A banking and capital markets 
project manager can take courses in regula- 
tory affairs. iRACE, Pai expects, will make in- 
ternal movements more transparent and set 
out clear career paths for Infoscions. 

But the rub will come when Infosys 
seeks senior hires in foreign locations. 
Infosys is "yet to develop an appetite and a 
mindset to hire people overseas easily for 
senior management roles," says Venkat 
Sastry, Partner at the Bangalore office of 
Korn/Ferry, an HR consulting firm. The 
normally combative Pai agrees this is one 
area that as yet is a work in progress. 
Infosys' next big challenge is replicating 
its success on the world stage. (9 
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Five years after planting its flag in India, Google has just 
Infosys ahead of it as a dream office. Yawn... kusuaw MITRA 


ust what is the secret of Google's 
sauce? There is no doubt that the 
Internet search engine has a 
terrific algorithm, a model that 





most efficiently relates value to 
advertising spends, and brute-sized server 
infrastructure to deliver search results in 
nano seconds. 

But at the heart of Google's success lies an 
extremely motivated and smart workforce 
that has created an enterprise worth some 
$187 billion (Rs 8.6 lakh crore), in a little over 
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a decade. To be sure, most of that action has 
happened at its Mountain View, California 
headquarters. That it is the envy of companies 
competing to grab smart engineers—and 
increasingly marketers—in India, too, is 
borne out by sT-Indicus-PeopleStrong's Best 
Companies to Work For survey. Google India 
is ranked #2, after Infosys Technologies, as the 
best workplace in India. 

What makes Google a great place to work 
in? One answer comes from Manoj Varghese, 
Director, Human Resources, Google Asia- 








_ Pacific. "We give our employees an immense 


- .. amount of freedom that comes with great 


responsibility," he says, borrowing a line 
from Yoda, the venerable Jedi master in the 
Star Wars series. A responsibility to make 
sense of the biggest pile of information in the 
world —the Internet. 

The commitment to that responsibility 
starts at the top. In what Google calls 
"Thank God It's Friday” meetings, Googlers. 
as company insiders call themselves, log 
in from anywhere in the world to participate 
ina virtual session attended by at least two 

members of the executive board. 
Occasionally, Google founders Larry Page 
and Sergey Brin or Eric Schmidt, the com- 
pany's ceo, attend. "The guys who work 
here tend to be very well read and some of 
the interactions are really quite informa- 
tive," Varghese says. India-specific meetings 
are led by top staffers such as Shailesh Rao 
and Vinay Goel, at times. 
Such meetings come from Google's suc- 
cess in mastering the “crowdsourcing” phi- 


ae losophy, like no other company its size. Early 


in 2009, when Patrick Pichette, Google's 
Chief Financial Officer, wanted ideas to cut 
costs during the slowdown, for instance, he 
posted his query on Google Moderator. a 
service that ranks user-submitted questions 
by merit (decided through votes) in groups. 
Googlers chorused big and small ideas—like 
cutting back on in-house canteen menu op- 
tions—-that the firm claims saved it a few 


hundred million dollars. 


os When it comes to appraisals, Google again 

. gravitates towards a Switzerland-style democ- 
racy. Not only do Googlers have to appraise 
their bosses, each employee has to nominate 
five peers to review his or her performance. 
Not just that, if an employee feels that a fellow- 
Googler has gone out of his or her way or 


as one put it, "above and beyond the call of 


duty", that person can be nominated for a 
special bonus. 

Then, there is Google's famous 
70/20/10 rule. This asks its people to spend 
70 per cent of work-time on developing 
Google's core products, one-fifth of the time 
on products adjacent to the core product— 
a process through which Gmail, Google 
Maps, Chrome and Android came about— 


Number of people hired 


| per employee in a year: 10-20 





and the remaining 10 per cent on projects 
that might have nothing to do with Google. 

In India, a product that allows typing in 
English to get Indian language text is among - 
the top tools that came from an engineer's 20 
per cent time. "Innovation is a term everyone 
uses, but I feel we have codified it. Google's fo- 
cus is on bottoms-up driven innovation," 
says Rahul Roy Chowdhury, a Bangalore- 
based Google product manager who in 2007 
seeded the idea of the Indic Transliteration 
tool, which can now be used for Arabic. 
Persian, Serbian, Greek and Russian text. 

At the Gurgaon office of Google, there is 
another "Google 20" phenomenon in refer- 
ence to recent recruits gaining up to 20 
pounds, or about 8 kg, in the few months of 
joining. Blame it on catered lunches with 
frequent menu changes. freezers full of ice- 
cream that anyone can reach out for, cabinets 
brimming with cold and energy drinks, an 
in-house coflee outlet and even a person serv- 
ing fresh coconut water. 

The focus on smartly doing business, still, 
is never lost on all such indulgence. As one 
Googler says, "When you have the best, you 
are (looked after) well. But it is the work that 
is fun above everything else.” © 
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DID YOU KNOW 


THAT JSPL MANUFACTURES INDIA'S 
WIDEST STEEL PLATES IN COIL FORM? 


Manufactured in JSPL's Plate Mill using cutting-edge technology, 
the plates & coils are of premium quality, owing to the sound steel 
refining processes such as LRF, VD and RH-Degasser. 





The product range includes entire spectrum of grades in engineering for 
applications such as, structural, high-tensile and micro-alloyed steel plates for 
manufacture of pressure vessels and boilers, heavy equipment, yellow goods, 

corrosion resistant applications, line pipe and shipbuilding. 


JSPL's Plate Mill produces plates in wide-ranging dimensions 
up to 3.5 metre in width and in various steel grades as per Indian 
and international standards such as BIS, ASTM, JIS, LRS, ABS and DNV. 


Product Specifications 


Discrete Plates 

Thickness: 6 mm - 120 mm * Width: 1500 mm - 3500 mm 
Cut to Length Plates 

Thickness: 6 mm - 25 mm « Width: 1500 mm - 2500 mm 
Hot Rolled Coils 


Thickness: 6 mm - 25 mm + Width: 1500 mm - 3000 mm + Max Weight: 22 T 





We also manufacture: 
* Track Rails & Crane Rails 
* TMT Bars & Wire Rods 
*Parallel Flange Beams, Columns & Channels 
* Pre-fabricated Beams, Columns & Box Sections 


JSru 


JINDAL STEEL & POWER LIMITED 


TAKING INDIA AHEAD 
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Email us at marketing @ jimmdalsteel.com 
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an Army 





The career of each of TCS’ 1.25 lakh employees is 
monitored closely to ensure job rotation, exposure 
and development of skills. Phew! suman LAvAK 


lakh and twenty five thousand 
people (15,000 more if you 
count the subsidiaries) from 78 
different nationalities in 50 diff- 





erent countries could be a night- 
mare for the human resources department 
of any company. Or consider just res’ largest 
software development centre, in Chennai, 
the workplace for 30,000 people; that is equal 


to the seating capacity of the Lords cricket 
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ground in London. That is one reason why the 
HR processes are highly digitised (a software 
tracks every employee, his training needs and 
development levels and alerts his supervisors 
on changes needed) at one of India's largest 
employers—probably the largest if one leaves 
out public sector behemoths like the Railways 
or Coal India. 

Ajoyendra Mukherjee, Head of Global 
Human Resources at tcs, says that without a 
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digitised system, it would be impossible to 
manage the careers of so many people. Every 
individual career is carefully managed in the 
company, ensuring job rotation, exposure 
and development of skills. Says Mukherjee: 
“At the junior level we rotate them between 
functions and then when they have gained 
some experience we allow them to specialise 
in some areas. We make sure that all 
employees are able to challenge themselves." 
The company has a very young workforce. 
with an average age of 28. The attrition rate 
a modest 11.4 per cent, which is good for this 

in ind ; f try, ; where the norm is 27 per cent. 

- But for how many years on an average 
docs an individual work at tes; and what are 
the opportunities for growth? Remember, in a 
difficult year (2008-09) the company had 
added 48,000 people (in the first six months of 
the current fiscal it hired another 8,000). 
Such aggressive hiring has to be resorted to not 
just to fuel the company's growth but also to 
replace those leaving (in 2008-09 some 
16,000 employees had left). While there is 
no ready answer to the question on how 
many years on an average an employee spends 
at the rr services major, Mukherjee loves to 
point to some notable names who have grown 
through the ranks. These include Vice 
Chairman S. Ramadorai, Managing Director 
N. Chandrasekharan and Mukherjee him- 












At TC S HR pre OC ces ses 











lor a foreign posting but even otherwise, as 
they have to work together with colleagues in 
foreign countries. "For example, before 
employees start interacting with their Chinese 
counterparts in Tes China over phone, we 
train them on the cultural aspects of the 
interaction; what is acceptable in China and 
what must be avoided,” he says. tcs has built 
software development centres, or delivery 
centres, in a big way in South America, apart 
from in India, Hungary and in China. The 
company is present in Brazil. Argentina, 
Colombia, Chile and Uruguay. 

Interestingly, while Infosys has scored 
higher than Tes in the overall rankings, TCS 
comes out on top when the survey moves 
to only employees of the rr industry. This 
means that although Infosys looks a more 
inviting place to a layman, the ir industry 
pro would prefer to work for rcs. Mukherjee 
would settle for that. © 
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Thirty-five-year-old Naveen Sodhiya, a Number of employees: 1.4 akh J FACTOR cia MK. SCORE | 
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tions. He has been with the company for TORUM UD || 


12 and a half years, and Tcs was his first 
employer after he completed his masters 
degree from Delhi College of Engineering. 
"I do not find a need to move anywhere as 
I see all my career goals can be met in 
this company,” he says. Sodhiya had a 
four-year stint in the us and was trained at 
Kolkata. Currently, he is posted at Mumbai. 

TCS has two guiding principles in devel- 
oping its HR policy. One is to create joy for all the 
stakeholders and, hence, for employees too. 
The second is respect for the individual which, 
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drives the company to train employees on 
cultural diversity. People are trained about 
different cultures not only when preparing % 
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Hunting for talent? IBM India's HR Head 
S. Chandrasekhar checks out kids of staffers 
at a child-care centre in Bangalore 


RANK 2009 
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Stay Local, 
Work Global 
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The freedom and flexibility are addictive: after working 
here, it is tough adjusting elsewhere. K.R. BALASUBRAMANYAM 


atricia R. Fenandoe, 41, comes 

across as an odd person in a sector 

where people frequently jump 

ship over a cappuccino at the cor- 

ner café just for a fatter pay packet. 

Fenandoe, now a middle management exec- 

utive, has been with RM India since 1992, 

when the multinational re-entered the coun- 

try, but the 1 7-vear stint with the same emp- 
lover has not induced any fatigue. 

For one, juggling a job and children is 

easy at IBM. When her children were young 

and preparing for exams, her manager 
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allowed her to work from home. When she felt 
she had spent enough time in a particular role, 
she was encouraged to take on another. "For 
women, IBM is the ideal place to work," says 
Fenandoe, who now works in sales at Big 
Blue in Bangalore. 

Her colleagues explain why it's not hard 
to find sm veterans. Big Blue, they boast, is 
actually many companies rolled into one. 
It's a marquee software company, an IT serv- 
ices company, a hardware maker and a con- 
sulting firm. An aspiring careerist factors in all 
this and hopes to benefit from the diverse 

















growth opportunities within. 

“IBM provides myriad opportunities for 
growth, global exposure and learning," says 
S. Chandrasekhar, IBM India's Vice President 


& HR Head (India & South Asia). "You can't 


get more global than ipu—4or all our work is 
truly globally integrated." 

Out of 1BM’'s total workforce of over 
400,000, around 74,000 are in India. IEM, 
with global revenues of $103.6 billion 
(Rs 4.76 lakh crore) in 2008, is known for 
executing projects on a massive scale: Its 
current billion-dollar-plus bag of projects 


worldwide include work for Bharti Airtel, 


AstraZeneca and Telstra. 

One of the world's largest and most prof- 
itable corporations, wM has been there, done 
that, from the Great Depression and World 
War H to the us economy's collapse. IBM's 
brand equity has more to do with the minds 
it has nurtured (five Nobel laureates came 
from its ranks) and less to do with the formi- 
dable processes it has created. 

Last year, it hit the headlines when the us 


- media latched on to internal memos talking 


of job cuts there. iBM officials deny any 
American jobs moved into India. Nor, of 
course, were any jobs cut here— performers 
not only got a modest pay hike, but also 
bonuses. "We have clearly demonstrated 
that pm is a career company—being here 
means being part of a long-term growth 
story... Our customer confidence remained in- 
tact,” says Chandrasekhar. 

IBM enjoys a reputation for staff retention. 
(No extremes, please: The re chief thinks fir- 


^^. ing a non-performing employee is not a bad - 
— - thing.) Bm is a melting pot of cultures and eth- 


nicity, and is agnostic on sexual orientation. 
“The company is continuously rein- 


 venting itself to adapt to the changing dy- 


namics of customer needs... There is a tremen- 
dous emphasis on innovation," says 
Chandrasekhar, and cites BM India’s—you 
would never guess it —Contact Centre, which 
was set up solely to address um and payroll- 
related issues of employees. 

It's tough to adjust to other workplaces 
once you have been at M for a few years— 
this is because of the flexibility given to you at 
work. Managers worry only about the out- 
come, not about how or where the work will 


of 2 mission E 


be done. Staff can work from home, go mobile 
or work part-time. The mobile schedule allows 
an employee to work at different offices on dif- 
ferent days, while part-time engagement 
means they can work on days or at hours con- 
venient to them. (The salary and benefits are 
aligned accordingly.) 

As for women, IBM actually rewards head- 
hunters with extra bucks for each reference of 
a candidate who is recruited. “We often hold 





exclusive women hiring events. We want 


the overall women employee strength to be 45 
per cent in India from 25 per cent now," 
says Chandrasekhar. 

IBM recently began sending its execu- 
tives on foreign jaunts to be part of community 
missions. “Globally, mM will send 1,500 ofits 
top professionals over the next three years to 
emerging countries where they will help build 
local communities,” Chandrasekhar says. 

No wonder, 18M boasts of one of the high- 
est retention rates in an industry where 
money rules. © 
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Techies’ Choice: Microsoft 
India Chairman Ravi 
Venkatesan (held aloft) 
says the company is all 
about innovation 


RANK 2009 


2 





MICROSOFT 








Innovation 
Factory 
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The company has slipped 4 ranks because new 
entrants have stolen a march on it. SAUMYA BHATTACHARYA 


hen Microsoft India Chairman 
and Corporate Vice President 
Ravi Venkatesan met Bill 
Gates six-and-a-half years ago, 





just before he joined the com- 
pany, the Chairman and Founder passion- 
ately told him how Microsoft was about chang- 
ing the world. "That was not an arrogant 


statement; it was his belief that in every field of 
human activity, progress is happening with the 


help of technology," Venkatesan recalls. 
That's what attracted him and it's why 
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people still want to come to Microsoft. Take 
lor example Srinivasa V. Thirumalai 
Anandanpillai aka Thiru, 37, Principal Gre yup 
Program Manager at Emerging Markets Labs 
(eMLabs), Microsoft India Development Center, 
Hyderabad, Over the past year, Thiru has been 
involved in two products—Microsoft Phone 
Data Manager and Microsoft Indic Language 
Input Tool. Before his stint at euLabs, Thiru 
was with Microsoft's search team (Bing) in 
Redmond as a product planner. After his five- 
and-a-half year stint at the company (at 





Microsoft headquarters and in India), Thiru 

says: “I wanted to be part of the team that im- 
— pactsa large number of people. Nothing can beat 
the excitement of working on a product that has 
the capability to impact millions.” 

Technology companies are coveted 
employers for people across industries and 
functions, thanks to the opportunity they 
offer. Says Joylyn Largo-Afonso, Client Partner, 
rr/BPO for Korn/Ferry International India: “This 
band of employees wants to contribute to an or- 
ganisation that has a scalable global location 
and where India is a strategic country.” 
Microsoft makes the grade on both counts. 

“The company is about one thing— 
innovation,” says Venkatesan. He recalls a 
comment of Steve Ballmer, ceo of Microsoft, that 
the biggest competitor for Microsoft is its oldest 
product. “Innovation is central to the exis- 
tence of the company and people are central to 
innovation," he says. The company has 90,000 
employees worldwide: and more than 5,000 in 
India. The manpower in India is a mix of R&D 
and services and the median age of employees 
is 31. "Youth doesn't know what can't be 
done,” Venkatesan had told sr last year, when 
it was ranked as the #1 company to work for 
the second year running. 

What makes a technology company the 
chosen one for people from other sectors? 
“We look for talent. Full stop. We don't stick 
with one sector or not only to high technol- 
ogy.” says Joji Gill, Senior HR Director— 
Microsoft India. 

This has a lot to do with the fact that 
Microsoft is increasingly focussing on retail 
consumer segment, in addition to the big 
corporate customers. For that it needs to hire 
talent beyond technology. A case in point is 
Hemant Sachdev who came from Bharti 
Airtel's core team to head Microsoft's con- 
sumer and online operations in 2008. "In 
future, this will intensify. We are not looking 
for skill sets, but we are looking at what the po- 
tential candidate's fundamental DNA is and 
how we can scale him. The question we ask: 


sation's worries in 2009, retaining the right 
talent is one of the big challenges for the 
company. The biggest challenge is the half-life 
of knowledge. "Wherever you are, computer 
science becomes obsolete in five years. So 
learning is important," says Venkatesan. To 
make it happen, the company allows cross- 
pollination—somebody who is working in 
services and may want to try his hand at 
product development is allowed to do so. 

Last vear. Microsoft India saw its first 
ever set of layoffs that were not driven by 
performance. While Venkatesan says it im- 
pacted less than one per cent of employees, he 
also admits that it wasn't easy. The biggest 
thing for Gill was—whoever was impacted 
should be treated with respect and dignity. 
The company hired an outplacement agency 
to find right opportunities for its employees. 
Gill says now the company is hiring some 
people it had let go last year. 

Letting go of employees, though. is not a 
no-no at Microsoft. "While, some new tal- 
ent comes through incremental headcount 
each year, there's also new talent that comes 
in form of replacing low performers," says 
Gill. Creating destruction has to be a part of 
any innovation factory. 


| Number of employees: 5,118 
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Male-Female ratio: 88:12 | : & benefits 


| Innovative HR practice: 





| | Career & personal 
: Prestige/ company 
| | Training/ Scd 
i | Financial compensation 


| | Job content (efficient 


! i 
i i 
i Y 





, SURVEY SCORECARD — ——— 


iai idid 


3 


20 











| Flexible health benefits 

. allow employees to s z || 3 
the right mix of benefits that — |, E od 
oe |. Merit-based e 9*2. 
Suit their needs. "performance evaluation | 6 23. 


| index scores vary between 0 and 100; 100 being the best : 
| company's score : 


| Bless stressful) 
‘Is he a Microsoft hire," says Gill. 3 
And what DNA is Gill looking for? People 
who have initiative and can work without too 
much of direction. And, yes, somebody hier- 
archical will not survive in Microsoft. 
While attrition was least of any organi- 


j Data as of December 3i, 2009 unless specified 
| Source: Company 







February 7 2010 BUSINESS TODAY 61. 





BEST 
COMPANIES 
TO WORK FOR 





RANK 2009. 








WIPRO 





HR CHECK 
Number of employees: 99 536 


People hired in 2009-10 
(as on Dec. 31, '09): 13,613 


Average increment 
last year (9): Nil 


Rate of attrition (%): 9-12 


Data as of Sept. 30, 2009 unless specified 
Source: Company 
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Wipro: A brand seen 
solid by jobseekers 


Stable, Yet Supple 








Wipro is seen as a secure and flexible employer. So what 
if salaries are lower by a fifth than at global rivals? 


ipro is not the best pay- 
master among peers. It 
froze promotions and hikes 
in the last 12 months. It 
not just suspended cam- 
pus hires, but also sacked over a thousand. 
Yet, the Bangalore company finds itself on the 
Br-Indicus-PeopleStrong's Best Companies to 
Work For listing. How? By virtue of being a 
brand that's seen stable by jobseekers, its 
emphasis on training and practice of rotating 
workers across businesses and functions. 
When Chairman Azim Premji decided to 
enter the clean energy business in 2008, 
lor instance, he chose managers from Wipro 
Technologies, the company's global soft- 
ware division, to run the new venture. 
Subhash Khare moved as Vice President 
(Process Excellence and Delivery) at Wipro 
Eco Energy from handling staffing and pro- 
ductivity at Wipro Technologies. Hari Hegde, 
the former Head of Operations at the tech di- 
vision, now runs Wipro's water business. 
As an employer, Wipro offers a stable 
brand built "over decades and across busi- 
nesses”, says Pratik Kumar, who heads the 
human resources (HR) function there. Its HR 
cues may be from the likes of General Electric, 
but Wipro has its bespoke solutions. Example: 
In consumer care, Wipro allows area man- 
agers near-autonomous control of regions to 
boost sales, a flexibility rare among MNCs. 
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Wipro is zealous about training. Five 
days a year, Premji mentors senior man- 
agers. They, in turn, spend 9-10 days in a 
year training and mentoring juniors—a 
contribution HR experts reckon is double 
compared to other software companies. 
(Wipro stood #5 in the training and men- 
toring rankings in the sT survey ahead of 
Microsoft and Hewlett-Packard.) 

Wipro managers, then, are ready to take 
on complex tasks earlier than their peers in 
other firms. When Wipro wanted to extend 
its soap brand, Santoor, into handwashes, it 
leaned on a manager in her late-20s for 
everything from product formulation to per- 
fume selection. "We throw employees into 
the deep end when they are just 60-70 per 
cent ready and expect them to learn on the 
job," says Vineet Agrawal, President of 
Wipro Consumer Care and Lighting. 

Junior Wiproites, still, complain that 
their salaries are at least 20 per cent less 
than those at global rivals. Stock options 
remain a draw but with overseas project 
assignments reducing to a trickle, hiring 
and retaining talent will be a challenge. 
"Many tasks, which were earlier onsite- 
focussed, are now being delivered from 
India," says a 25-vear-old software analvst, 
requesting anonymity. She quit Wipro in 
mid-2009 to pursue studies. © 
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HR CHECK 
Number of employees 


(as on March 2009): 205,896 


Number of people hired 
in 2009-10 
(as on Dec. 31, 2009): 13,000 


Male:Female ratio: 85:15 


Source: Market 


SURVEY SCORECARD 
INDEX 


FACTOR | RANK | SCORE. 
Career & personal 
ote "t 18 


Prestige/ company 
reputation 10 19 


Training/ coaching/ 
mentoring 14 13 


Financial 
compensation & 9 24 
benefits 


Job content 
(efficient & 
less stressful) 


Merit-based 
performance 18 10 
evaluation 


Index scores vary between 0 and 100: 
100 being the best company's score 


8 31 


v 





Chairman O.P. Bhatt: Helping make 
SBI a customer-friendly organisation 


Elephants Can Dance 


SBI is pulling out all stops to bring about attitudinal 
changes in its 2.05 lakh employees. 


ill not so long ago, the percep- 
tion of a public sector banker 
was stereotypical: Laidback, 
inefficient and disgruntled, Over 
the recent past, many public 
sector banks have undertaken massive 
makeovers—right from injecting technology 
to sprucing up the brand—and at least on the 
efficiency front, many of them compare well 
with their private sector and foreign coun- 
terparts. But a public sector banker as a 
happy employee? There hasn't been much 
evidence to suggest that. Until the results 
of the Br-Indicus-PeopleStrong study came 
along, which has State Bank of India (spi) at 
#7 position, with high-profile private sector 
institutions like Dre Bank and icici Bank 
lower down the list. 





So, what's sei doing right with its army of 


over 2 lakh employees? "We started a hum- 
ongous HR exercise some time in 2006, 
when we bluntly shared with our employees 
the state of affairs and what needs to be 
done to repair the situation," says Anup 
Banerji, Deputy MD & Group Executive 
(National Banking), spi. 

In July 2006, the country's largest and 
oldest bank (it dates back to 1 806) kicked 
off "Project Parivartan", a massive mass 
communication programme that covered 
1 30,000 employees in 100 days with 
400 trainers. The brainchild of Chairman 
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O.P. Bhatt, the project involves imparting 
communication skills to deal with customers 
to make sbi a customer-friendly organisation. 

Three years later, sni's top brass extended 
Project Parivartan with a new exercise called 
Project Citizen that was flagged off deep 
down south in Thiruvananthapuram. Since 
then, it has been taken nationwide. This 
project will run over two years by the end of 
which one can expect cultural and attitudi- 
nal changes across the organisation. 

A crucial change at spi is a willingness to 
experiment by moving beyond the tradi- 
tional recruitment method—of a common 
test—and hire outside specialists like char- 
tered accountants, law graduates, econo- 
mists, statisticians and marketing profes- 
sionals. One traditional initiative that holds 
SBI in good stead is its focus on skill develop- 
ment, with its four national level apex train- 
ing colleges and 54 learning centres. 

At the top, sBI has also begun 
focussing on creating a leadership 
pipeline. The bank has tie-ups with the 
Indian School of Business and the ums 
for training leaders. "We also send top 
executives abroad for training and 
development," says Banerji. 

The good news is that ssi has finally 
cracked the equation that happy employees 
translate into happy customers. © 
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HR CHECK 
Number of employees: 17,143 


Average increment 
last year (%): 9-10 


Average training hours 
per employee in a year: 48 


Rate of attrition (%): 10.5-11 


Data as of Dec. 31, 2009 unless specified 
Source: Company 
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People: Bharti Airtel's 
biggest asset 


The Insiders Club 








Bharti Airtel's employee-first strategy seems to be 
working for it. The firm makes a debut on this listing. 


anoj Kohli is no Steve Jobs, 
but he knows a good idea 
when he sees one. At his 
corner CEO office in 
Gurgaon, visitors can't miss 
a steel plaque with Bharti Airtel's ambition 
of becoming the top brand in India by 2010 
for customers and employees. 

For employees? Kohli is clear: "People 
are our biggest asset. And, then the brand." 

The emplovee-first focus is not new. At 
Apple, the philosophy has been made a fine 
art by Jobs and others such as Google and, 





closer home, ic. Technologies are at it, too. 

But it's Airtel whose efforts seem to be 
paying early. It is the only telecom operator 
in the top 10 of nr-Indicus-PeopleStrong's 
Best Companies to Work For listing. Potential 
employees are attracted to it by career growth 
opportunities and company prestige. 

The head of a leading recruitment 
agency, who wants to stay anonymous, 
says Airtel's charm works three ways—it's 
a market leader, has a system of rapid pro- 
motion, and ensures transparent assess- 
ment. This, together with an entrepreneur- 
ial DNA, a go-getter sales force and respect for 
professionalism internally has helped Airtel 
top $8 billion, or Rs 36.445 crore, revenues 
with its about 17,000 employees (plus about 
double that working dedicatedly for it in 
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outsourced jobs) in just 14 vears. "Our secret 
sauce is our culture," insists Kohli. 

(Come April, Kohli, credited with much 
of that growth since he joined the Bharti 
group in 2002, himself will make way for 
deputy Sanjay Kapoor.) 

Promotions, at Airtel, on average, are 
handed out every one-and-a-half or two 
years for the young after entering the com- 
pany, and every two-and-a-half to three 
years lor levels above that. Up to 80 per 
cent of new positions at the company are 
filled by internal movements. "Even when 
this internal talent is only 70 per cent ready, 
we prefer to fast-track their careers," says 
Krish Shankar, Airtel's Director of ur. 

Higher up. Airtel has built a leadership 
pipeline—of some 300—in the last 5-7 years 
to bring in stability at top levels to buffer it in 
a highly competitive market for talent. These 
300, which Shankar claims can run any 
telecom firm in the world, are ring-fenced 
well. "We treat our top 300 leaders differ- 
ently,” says the uR head. On offer are sessions 
at INSEAD and Indian School of Business, ext- 
ernal coaches for specific capability needs and 
leadership programmes with consultancy 
Monitor Group. With new competition and 
bruising call rates, Airtel will need all hands 
on deck.© 
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HR CHECK 
Number of employees: 31,000 


Average increment 
last year (%): N.À. 


Average training hours 
per employee in a year: 


Male:Female ratio: 72:28 


Data as of Sept. 30, 2009 unless specified 
Source: Company 
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Challenge Yourself 


Multiple challenges: The company 
allows big shifts in job profile 








At HP India, you could move from hardware to software, 
or even from engineering to environment management. 


ewlett-Packard India (ur 
India) ranks equally 
strongly across all param- 
eters in the Business Today- 
Indicus-PeopleStrong's Best 
Companies to Work For survey. Srikanth 
Karra, Director (Human Resources), HP 





India, puts that to what he says is an effort 
in the company to consistently strength- 
ening its "people promise". 

"We have a branded employee pro- 
gramme called Hp First that has a proper 
career development framework in place." 
Karra says. This involves a lot of training 
within the company. nr employees have a 
minimum of 40 hours of training annually 
and they can pick and choose their specific 
areas of interest. 

Karra adds that one of the biggest adv- 
antages the company has is that it is one 
of the few information technology (rr) com- 
panies to operate across the gamut of the 
business—from services (both consumer 
and enterprise) to hardware and software. 
Like many of its peers, HP also offers internal 
job movements (“Every opening in HP is 
open to all employees”); Karra says one 
of the key attractions of ur is that it offers 
employees an opportunity to move across 
functions and, thereby, find newer 
challenges. 

Bina Raj Debur is such an example. She 
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had signed on with up India in 2004 as a 
communications and marketing specialist, 
"but over the years, | developed an interest 
in environmental issues and thought that I 
could have a greater impact in that field". But 
she did not have to leave nr India to fulfil her 
desire to work in this area of growing 
importance. 

Last year, months ahead of the 
Copenhagen Summit, Raj Debur started 
work as head of up India's Environment 
Management team. "I don't think there are 
too many other companies that give their 
employees such opportunities," she says, 
adding she knows of several people who 
have shifted to new roles within ur India. 

Anther of ur's "unique edges” in the 
world of rr, points out Karra, is its experience 
with buyouts and their subsequent inte- 
gration, where HR plays a key role. "We 
have mastered the art of acquiring compa- 
nies, and even have an acquisition 'tool- 
kit' in a manner of speaking." he beams. 

Over the years, nP has acquired several 
companies, big and small, across the world. 
including Eps and Compaq. It's up to the 
respective HR teams to ensure a smooth int- 
egration. "There is anxiety on both sides 
and we now know how to minimise it and 
how to hand-hold employees through the 
process, " says Karra. © 

KUSHAN MITRA 


VHUuHZJNIN NVAIA 


SSA PPV aou D SOY DUVATU 
j£ Ot Ut (7 F4 [f je] j 


Y) IJI Y) Be: j F j i . uü " LA í Hy BY 0I EG UNGO 
Hp \ [UI DJ PUD jood oOULIApPuboul ISAGLD) ‘ Dpt] DOS Soi itnn] D o SNJOI d 3i unjd 310. id Lyi ? t / j / 


D. 01£0 UDINAD OUD fi 


pnoy MTD wy ae 


d- 


(Dg pup suyo jood '822]DU2 tp] una Phom oy uit dayo AuD s9uyoIDul JVI 9 nMotiod ro UD 
X) OF vosmuoad (Dg apduia 14082M. UOSSIDDM 2310] UONDULIO{SUDA] aapduiog p 92u22]nput fo 
" t ‘ . i * 


[2023] wou apoya D aof Appas 128 Dg ajdui LYS ip pəsədhuvd Furo ədəm noA nsnowyi no f] 


o49 Ua PPlIAP O] 
AVE 31dW3.1 LYOSIY 


MIGUpPU 


JODY 7711S ]]io noA «Dg apduta | JOSIY UOSSIPDY 
ID AVIS OF UOISIIIP IY] 2ppui IO NOA 19) {D UIS 4] 


d uoy ID JPA 








BEST 
COMPANIES 
TO WORK FOR 


RANK 2009 





HR CHECK 





Number of employees 


(as on Sept. 30, 09): 47,596 


People hired in 2009-10 
(as on Dec. 31, '09): 4,500 


Rate of attrition (%): 15 
Male:Female ratio: 78:22 


Data as of March 31, 2009 unless specified 


Source: Company 
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Mandeep Maitra: Eyes 
and ear*of employees 


Mergers & Integratio 1 








A culture of meritocracy has helped HDFC Bank 
gain the confidence of its employees. 


eetu Mathur has worked with 
three banks in the past five 
years. But she's never had to 
resign even once. Here's how 





she managed this feat. The 


first bank Mathur, 30, worked with. Bank of 


Punjab, was acquired by Centurion Bank in 
October 2005. And, two-and-a-half years 
later, Centurion was amalgamated into nrc 
Bank, India's second-largest private bank. 
Mathur, who was a Branch Manager at 
Centurion Bank's New Friends Colony 


branch in New Delhi. first heard the news of 


the mega-merger on à news channel and 
dismissed it as a rumour. Once it was con- 
firmed, however, Mathur did go through 
an initial phase of apprehension. "But once 
the Reserve Bank approved the merger, the 
integration process started pretty fast and 
smoothly." says Mathur, who started her 
career with Standard Chartered. 

Mathur is today a Branch Manager at 
HDFC Bank's Sunder Nagar branch in Delhi. 
What she likes most about her new employer 


is the clear job description and the culture of 


meritocracy that rewards high performers. 
"Heel so much more secure now,” she grins. 
Close to 6.500 employees of Centurion Bank 
have been absorbed into nore Bank in a 
huge integration exercise that started in the 
second half of 2008. 

"That was the biggest nr task that kept us 
busy," points out Mandeep Maitra, Country 
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Head (Human Resources, Infrastructure & 
Administration), uprc bank. Maitra knows a 
thing about post-merger integration: She 
herself came from Times Bank, which had 
merged into Hprc Bank in 2000. 

If uprc Bank is ranked #10 in the Brt- 
Indicus-PeopleStrong study of Best 
Companies to Work For in India, it's largely 
thanks to the bank's ability to master the art 
of integration, without any malice. The ass- 
imilation with Centurion came at a time 
when the economy was in the throes of a 
downturn. Mercer Consulting was called in 
to “do a scientific process of job evaluation,” 
explains Maitra. The bank also did a com- 
prehensive cultural audit to assess the views 
of all the employees of the merged entity. 

HDFC Bank is one of the few banks that 
doled out increments, promotions and bon- 
uses during the downturn. "People were 
relocated out of businesses that had slowed 
down, but there were no retrenchments,” 
avers Maitra. Training and development, 
too, were not compromised. 

"Hollow this old school of thought that 
people have a need to be heard," says Maitra, 
who travels extensively to remote corners of 
the country, right from Jammu to 
Visakhapatnam, to get employee feedback. 
"You just cannot take away the enthusi- 
asm of an employee who is there in the line 
of action,” she says. © 
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The control room at KG- 
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challenge of big and complex projects attracts people to Reliance : 


Seduction 
of Scale 


Reliance's obsession with thinking big entices the brightest to 
India's largest private sector conglomerate. sauwvA BHATTACHARYA 


- 











Reliance has 

Khe unique 
ability to execute 
dream projects. 
The organ- 
lisation's ability 
Ko set goals Is 
unparalleled. 


olossal. Number-driven. 
Growth machine. Talk to recru- 
iters, HR experts and ex- 
employees about the Reliance 





Group, and these are the words 
that are top of mind. That's hardly surprising 
since it is India's largest private sector con- 
glomerate by market value and sales and its 
Chairman & Managing Director, Mukesh 
Ambani, the richest Indian. Size surely mat- 
ters and in the first perception survey of Br on 
the Best Companies to Work For, Reliance is 
the top-rated group as a preferred employer. 
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Although the Reliance Group is ranked 
#2 in our overall rankings, it does not make 
the cut because most respondents voted for the 
group and not for an individual company in 
the group. A section of respondents voted 
for flagship Reliance Industries Ltd (RIL) as a 
core sector company, but an overwhelming 
majority voted for the group as an entity. It is. 
by far, the highest-rated group. 

Mukesh Ambani's empire is spread across 
petroleum, petrochemicals, textiles, retail 
and a host of subsidiaries. The group's annual 
revenues are in excess of $28 billion. RIL is a 








Fortune Global 500 company. The group has 
an estimated employee strength of 60,000. 
The group's website puts the average emp- 
loyee age at 39 years 

According to the survey, Reliance was 
among top employers across regions—in the 
East, it was nominated the best even above the 
overall winner Infosys Technologies. The 
group fared well across all levels of educa- 
tion—it was in the top 5 across all segments 
of education. Non-graduates ranked it as 
their top-most choice. The group is ranked #2 
on prestige and company reputation. Also, it 
` isranked next only to Infosys in career growth. 
“A 30 per cent cumulative average 
- growth rate over a long time span is no ord- 
inary task. As an HR model, RIL is non- 
replicable. Dhirubhai Ambani created an 
aura that made people work beyond their 
capabilities. Mukesh is carrying that tradition 
forward,” says N.S. Rajan, Partner and Global 
Leader (HR Advisory), Ernst & Young. Adds 
E. Balaji, cgo, Ma Foi Management 
Consultants: "They have the unique ability to 
execute dream projects. The organisation's 
ability to set goals is unparalleled." 

A sceptical view is that Reliance is a 
great name to have on one's cv, which 
means that employees are keen to do rela- 
tively short stints and then leave. Mukesh 
Ambani, for his part, has a clear vision for 
HR. As he had said some time ago in a pub- 
lic address: "HR no longer relates merely to 
packages and perks, incentives and facilities. 
It involves unshackling the latent energies 
of people. It involves generating the imp- 
ulse for setting new benchmarks and then 
exceeding them." 

Reliance's HR pull is not just the sheen 
of the brand and the might of its assets. 
Rather, it is its "work ethos", says Vivek 
Paranjpe. Group President (HR) and Advisor 
to the Chairman. "The ethos created by our 
founder continues. Dhirubhai Ambani always 
believed that ‘Give the youth a proper envi- 
ronment. Motivate them. Extend them the 
support they need. Each one of them has an 
infinite source of energy. They will deliver’ .” 

Growth and scale on its own are the trim- 
mings, and may excite at the junior levels. But, 
as Paranjpe explains, for top-notch profes- 
sionals, the magnet is the challenge that lies 
in Reliance's large-scale initiatives—like 





ance was among 
ze employers across 
regions-in the East, it 
was nominated the best 
even above the overall 
winner Infosys. 
building a world-class refinery or exploring 
and producing oil and gas. "Continuous 
growth, the diversity of businesses, thinking 
big and ensuring all the good ideas are heard 
create a right environment for people to work 
and in turn fulfill their full potential." 

In talent, the group seems to have a top- 
down approach. Top talent is hired first. 
Take. for instance, Reliance Retail, which 
first hired presidents for all its verticals. By the 
time the first year of the retail venture was 
completed, it had on board 30.000 employ- 
ees with virtually no hiring mandates or ads. 

Hiring methods are pretty unique, Those 
hired for the retail venture were asked to 
refer 10 others and list out five nR practices 
that they had seen. In no time, they had built 
a huge database. In fact, Reliance Retail had 
500 HR professionals in place without 
expending a penny, reveals an insider. 

"When the company hires talent, its emp- 
loyees are told they are a 
part of something that 


will change the world. — | gms nk] Me J 
The work environment Car "o uu EM: 
is such that senior guys | growth | 20 : 46 | 
are in office at odd hours, — = | 
yet RIL is able to retain | Prestige/ company | | 

them for the long term, — reputation : 2 ! 

thanks to its vision,” says — , : 
an HR consultant. A deb- 2 fisining/ coaching! | | EN | 
acle like Reliance Retail, | mentoring | 5 | 30 : 
where the group had to | | | 
resort to sackings. does m l j | j 
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ception of prospective — | : : 
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! Index scores vary between 0 and 100; 100 being the best 
i company's score 


and huge opportunities 
will always be unpleas- 
ant and painful. © 
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| . YEARS OF 
BT BEST COMPANIES | 
‘TO WORK FOR STUDY | 


Qui Se ay RUNE E AG MEE ISO 





How We Found the 


Best Companies 





To Work For 


hy do we work for the com- 
pany we work for? Is it 
because the company gives 
us the highest salary we can 
command? And a career pro- 
file that best suits our abilities? And a career 
prospect that best fits our aspirations? And 
training and mentorship to enhance our 
skills and confidence?...the list can go on and 
on. In reality, getting all of these in one com- 
pany would mean getting a dream job. That 





may be an unrealistic target to set for our- 
selves. But we can surely aim for a good 
job. For the past eight years Business Today. 
along with survey and knowledge partners. 
have been bringing you an annual listing of 
[India's Best Companies To Work For. The ex- 
ercise goes much beyond just the listings. In 
the process of arriving at our rankings we 
have also tried to highlight and analyse the 
best HR practices and how they have evolved 
in India. This vear's survey takes a huge 


Respondents were asked the following distinct sets of questions: 


Rate the company you work for on six key 
factors and 18 supplementary factors 


(The Six Key Factors) 
1. Career & personal growth 


2. Prestige/ Company reputation 

3. Training/ Coaching/ Mentoring 

4. Financial compensation & benefits 
5. Good job content 


6. Merit-based performance evaluation 


18 supplementary factors that further elaborated 
on the above six factors 


Factors that attract employees 

What are the key factors in a new job offer 
that would make you change your current 
job? There were 9 factors and each 
respondent selected the number 1, 2 and 3. 
All other factors were unranked. 


Factors that cause discontent 
What are the key factors in the current job 
which can cause you to search for new 
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jobs? There were 9 factors again and each 
respondent selected the number 1, 2 and 3. 
All other factors were unranked. 


Would you recommend your company as 
a good place to work 


The statement "I would recommend our 
company as a place to work in to people 
who trust me for advice" was posed to the 
respondents. They were then asked to 
respond- as Very Strongly, Strongly, Yes, To 
some people, No. 


Rank the Best Company to work 
for- Overall 

Respondents were asked to nominate a 
single company or organisation across 
industries as the best place to work in. 


Ranking the Best Company to work 
for-within your industry 
Respondents were asked to nominate a 
single company/ organisation within their 
industries as the best place to work in. 


Januar 
coU panies we came across certain discrepancies 
inthe data that companies had provided dur- 
.. ing the course of the survey and what they 

. were sharing with us after the survey results 


rer leap in this direction—it not only captures a 







- much larger number of companies, but also 
reveals several facets of HR as it is practised 
by India Inc. 
. ‘The superior outcome of this year's survey 
- wasn't exactly in our minds when we first 
. thought of drastically overhauling the method- 
ology sometime in the middle of 2009. That we 
should be reviewing some of our processes 
. had occurred to us while concluding our last 
year’ s survey that appeared i in BT dated 
! y 25, 2009. While reporting on com- 








were ready. It wasn't that companies were mis- 
leading us through gold plating of data, but due 
to regional and inter-temporal variations in ra- 
tios like attrition rate, promotion ratio and 
training budget, the data recorded in the sur- 
vey and that in the reporting were beginning 
to differ. While we could have found ways to 
fix this. the occurrence of variations made us 
wonder if there is a totally different way to 








A total of 3, £44 
DEMOGRAPHIC COMPOSITION 
800 Urban Centres 

86% Male 

72% Chief Wage Earners of Households 
28% »33 Years, 4896 «28 Years 

19% PGD, MBA, PhD, Professional 
12% Non-Graduate, 69% Graduate 
40% with Children, 43% Never Married 
159/o Mumbai, Mumbai suburbs and Pune 


14% NCR, 24% from Pune, Chennai and Hyderabad 
16% Senior Management, 32% Middle Management 


329/010 Years’ Experience, 199643 Years 
4.4% Salary > 12 L, 63%< 4.4 L 

27% from MNC, 40% Indian Private Sector 
14% PSU, 7.5 % Govt 

Over 1,000 Organisations 


P e respondents participated in the survey. 





make the study a "by the 
shes 2 the em Í jl Jyee 
i mpl oyees direc ectly 


arriving at The Best Companies To Work For. 
A new way that not only helps address the 
discrepancies, but also settles some other out- 
standing issues like: 
9 Enlarging the scope of the study to include 
more companies. 
€ Identifying sector-specific best employers, 
in addition to the overall best employers. 
® Getting out of the participation route, 
which exposes the study to a situation where 
a company can simply opt out. 
€ Getting more "public" data—in the past 
companies would share lots of information 
only if we promise not to publish. 

To address all these, and some more issues, 
the consensus was to make the study a "by the 
employee, of the employee" kind. That is, 













© of © from online panelof — 
over 100, 000 rid tested and _ 





ri Q ' Of © from open 
SOFTWARE promotions 
EOU NING AND (30%) back checks and 
CONSULTING . verification 
ITES | "NIV 
PROMOTIONS 


** E-mails to companies 


* Social Media: Twitter, Facebook, 
Linkedin, others 


* BT magazine and web site 
** SMS alerts 

= Regular panel mobilisation 
** Incentives 


The survey was open to participation from 
September 15 to November 30, 2009 
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Indicus team: Amit Sinha 
(L) @nd Peeyush Bajpai 





instead of reaching out to companies, we 
reach out to employees directly, asking them 
about the best employers based on a structured 
questionnaire. We could then also ask them 
about what they think constitutes a good HR 
practice, what would make them quit their ex- 
isting job (both the pull and the push factors), 
which company according to them is India's 
best employer (not only in their sector, but also 
overall). This way, among other things, we 
would be able to test the true mR equity of a 
company across the entire employee land- 
scape. And, after all. a company's HR is only as 
good as its current, past and future (potential) 
employees think it to be. 

But setting on this course would require 
committing to certain big tasks. Like reach- 
ing out to as large a set of employee base as 


The Old & The New 


Earlier O! 


* Company participation was 


voluntary-they could drop 
out if they wished. 


The rankings were based 
on weights across factors 
like HR processes, views 
of stakeholders and 
employees. 


* Company universe not large 
enough to arrive at more 
than 10 Best Companies To 
Work For. 
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* No direct company 
participation sought. Only 
employee participation 
obtained. 


** Rankings are based on 
what employees think 
about employers-present, 
past and future. 


** Universe big enough to 
arrive at 25 best companies 
and some sector-specific 
best companies. 


PeopleStrong team: Bumit Jain (L), 
Shelly Singh and Pankaj Bansal 


MONEY SHARMA 





is possible (we achieved close to 9,000); de- 
signing a questionnaire that captures all 
the nuances of HR, and yet is short and sim- 
ple enough for maximum number of people 
to easily respond to: using a technology 
platform that allows us to reach out to peo- 
ple across regions, age, professions, func- 
tions; monitoring the survey process to en- 
sure that dummy and motivated responses 
are not filled in that would skew results (see 
Who We Asked on previous page for details). 
All this meant choosing a survey partner 
that has expertise and demonstrated comfort 
in conducting such surveys. We chose 
Indicus Analvtics, a partner in several stud- 
ies with our group's flagship publication 
India Today, as also with nr. For the design of 
the questionnaire and to help us interpret the 
results, we partnered with PeopleStrong. 
an HR consultancy. 

The results of this year's study match 
most of the expectations we had. We have 
more companies, we have some of India's 
biggest employers and we have made a be- 
ginning towards sector-specific best em- 
ployers. While details of the results and phi- 
losophy of the study have been dealt with 
elsewhere in this package of cover stories, a 
lew more words on our approach to the 
study are in order. 

The Approach: Internet was chosen as 
the media for the survey. This was because on- 
line research is known to get more honest 
opinions, as the employee reveals his views 
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PE Sepe. some tax-saving 
instruments work harder than others 


Presenting HSBC Tax Saver Equity Fund. An ELSS 
that offers the benefit of tax savings while working 
hard to give your money the potential to grow. 
Which makes it a smart tax-saving option. Call us or 
your investment advisor today. 


HSBC Tax Saver Equity Fund 


An open-ended Equity Linked Savings Scheme (ELSS) 
Save up to Rs. 30,900* with benefits under sec 80C of Income Tax Act, 1961 


sms INVEST to 56767 





HSBC 425 Mutual Fund 


Issued by HSBC Asset Management (India) Private Limited www.assetmanagement.hsbc.com/in 
For more information call: Andhra Pradesh 09849677319 * Bihar 09931397319 * Delhi 011 41490719 * Gujarat 09898377319 * Gurgaon / Noida 0991079 * Kai 
09980927319 * Kerala 09895477319 * Madhya Pradesh / Chattisgarh 09893477319 * Maharashtra / Goa (excl. Mumbai) 09960077321 * Mumbai 022 66668819 * Punjal 
09867937319 * Rajasthan 09928037319 * Tamil Nadu 09894: 177319 * Uttar Pradesh 09936797319 * West Bengal 033 22139919 or write to us at hsbemfiahsbc « 





*Under Income Tax Act 1961 for an investment of Rs 1 lakh assuming that the investor falls under the maximum tax slab of 30% plus education cess; applicable for Finance Act, 2009 


Investors may obtain Scheme Infomation Documents and Key Information Memorandums along with application forms from the office of HSBC Mutual Fund, 
114 D. N. Road, Fort, Mumbai 400 001. Tel: 022-6666 8819. Statutory Details: HSBC Mutual Fund has been set up as a trust by HSBC Securities and Capital 
Markets (India) Private Limited (liability restricted to the corpus of Rs | lakh). The Sponsor / associates of the Sponsor/ Asset Management Company (AMC) are 
not responsible or liable for any loss or shortfall resulting from the operation of the Schemes. The Trustees of HSBC Mutual Fund have appointed HSBC Asset 
Management (India) Private Limited as the Investment Manager. Risk Factors: All investments in mutual funds and securities are subject to market risks and the 
Net Asset Value (NAV) of the Scheme(s) may go up or down depending on the factors and forces affecting the securities markets. There can be no assurance that 
the objectives of the Scheme(s) will be achieved. Past performance of the Sponsor, AMC, Mutual Fund or any associates of the Sponsor/AMC does not indicate 
the future performance of the Scheme(s) of the Mutual Fund. HSBC Tax Saver Equity Fund (HTSF) is the name of the Scheme and does not in any manner 
indicate the quality of the Scheme or its future prospects or returns. Scheme Classification and Investment Objective: HTSF (an open ended Equity Linked 
Savings Scheme) seeks to provide long term capital appreciation by investing in a diversified portfolio of equity & equity related instruments of companies 
across various sectors and industries, with no capitalisation bias. The Fund may also invest in fixed income securities. Asset Allocation: Equities and equity 
related securities - 80 — 100%, and Debt, Money Market Instruments and Cash 0 — 20%. Terms of Issue: The units purchased under the scheme shall have a 
lock-in period of three years from the date of allotment of units. The AMC calculates and publishes NAVs and offers for sale, redemption and switch outs, units 
of the Scheme(s) on all Business Days, at the Applicable NAV. Load Structure: Exit — Nil. *No load in case of switches between equity Schemes of HSBC 
Mutual Fund. The applicable exit loads (if any) at the time of allotment of the Schemes of HSBC Mutual Fund shall also be charged on investments made by all 
investors including Fund-of-Funds Scheme(s). Bonus units and units issued on reinvestment of dividends shall not be subject to exit load. The exit load set forth 
above is subject to change at the discretion of the AMC and such changes shall be implemented prospectively. Mutual Fund investments are subject to market 
risks. Please read the Scheme Information Document and Statement of Additional Information carefullv before investing. CONTRACT.HSBC 09.2394 





TO WORK FOR 


without the company "watching over his/her 
shoulder". The employee reveals preferences 
about the work environment in his own com- 
pany, and also of other companies that he 
knows about, either from past experience, or 
from the experiences of his colleagues. In ad- 
dition, tie-ups with rediff.com, advertisements 
with Google.com, as well as other online en- 
tities such as Facebook, LinkedIn and Twitter 
were utilised for ensuring a wide coverage. 
To ensure data authenticity, a three- 
pronged check was done. One, at the ques- 
tionnaire level itself several inter-connected 
questions were incorporated, and contra- 
dictions were identified. Such responses were 
rejected. Two, a verification back-check of 
about 30 per cent of the accepted responses 
was carried out by calling up respondents 
and re-administering part of the question- 
naire. Additionally, on analysing the data, 
cases of collusion (respondents of a single 
organisation attempting to get their organi- 





If you like statistics 

se of standard multiple regression to arrive at weights: The 

idea behind standard multiple regression is the same as 
simple linear regression (Yza*bx), except that you have several 
independent variables (typically X1 to Xn instead of just X) pre- 
dicting the dependent variable (Y). In our context we wanted to 
predict dependent variable "overall satisfaction" (Y) from in- 
dependent variables like "career & personal growth"(x1), "Prestige 
/Company reputation" (x2), "Training/ Coaching/ Mentoring"(x3), 
"Financial compensation & benefits"(x4), "Good job content 
(efficient & less stressful)" (x5) and "Merit-based performance 
evaluation"(x6). The equation is built by using all the rating 
scores given by all the respondents for each of the above vari- 
ables. Our equation is Y=a+bx1+cx2+dx3+ex5+fx6 

How much of the variance of "Overall Satisfaction" was 
accounted for by the joint predictive power of knowing a person's 
satisfaction with all the 6 independent areas of employee sat- 
isfaction? This value is denoted by R Square, which was 0.678. 
Best model fits are in the same range of 0.7 to 0.8. Does the 
model allow you to predict "overall satisfaction" at a rate better 
than chance? This is denoted by the significance level of the over- 
all F of the model, in our case 0.005. If the significance is .05 (or 
less), then the model is considered significant. In other words, 
there is only a 5 in a 100 chance (or less) that there 
really is not a relationship between "overall satisfaction" and other 
independent variables. 
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sations up on rankings) were identified based 
on comparable responses by persons working 
in the same industry and rejected if highly di- 
vergent opinions were received. One case 
was found where employees at a maufac- 
turer colluded to give higher rankings. This 
company was excluded from this year's sur- 
vey. The overall response rejection was under 
5 per cent. Only those dimensions are being 
reported for which sample sizes were signifi- 
cant (at least 1 50). 

Data Analysis: The survey questionnaire 
had two parts, the main survey and the de- 
mographic data. Using the two in conjunc- 
tion, various slices of specific segments were 
constructed. Standard accepted statistical 
analysis tools were used for analysis. The key 
analysis (that of importance of 6 parameters), 
which involved converting importance rat- 
ing to relative weights is described in the box If 
You Like Statistics. In step two of the analysis 
(rating of own company), scores were con- 
verted into linear scales ranging from very 
low to very high. In case of ranking of com- 
panies, a single company was to be nomi- 
nated by a respondent and percentage nomi- 
nations within a segment was the basis for 
ranking. In case of factors that attract and 
factors that cause dissatisfaction, respondents 
were asked to rank the top 3. The overall rank- 
ing was computed by assigning higher weights 
to higher ranks. The analysis was sliced for 
various segments of respondents—age, expe- 
rience, geography, gender, functional area, 
size of company worked for, type of company 
worked for, industry sectors, salary levels 
etc.—a total of nearly 80 segments with sig- 
nificant samples. 

The data this year's survey generated was 
so much that we aren't sure if we have done full 
justice to it. But this is only our ninth year 
(BT's Best Employer survey is India's oldest). Sure 
that this new methodology is the way for- 
ward, next year we will return with an even 
bigger and more comprehensive survey, which 
will reach even blue-collared employees. If 
you still have doubts and questions on our 
methodology we will be happy to address 
them. Just write to us on bt@intoday.com 
Also, do log on to www.businesstoday.in lor 
further details on the new methodology and a 
look at previous years’ methodology. © 
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of public sector 

workers value 
merit-based 

evaluations vs. 
18% of MNC 
employees. 





Trend Spotting 


. Some regional, demographic and 
. occupation-specific HR trends 
from the survey. 
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The more educated your work- 





force, the lower the importance 
of financial compensation. 
Higher educated professionals 
give importance to training, 
coaching and mentoring. 

REGIONAL PREFERENCES 

CALCULATED WEIGHTS BASED ON CAREER & PRESTIGE/ TRAINING/ FINANCIAL GOOD JOB MERIT-BASED 

IMPORTANCE RATING (IN 96) PERSONAL COMPANY COACHING/ COMPENSATION CONTENT PERFORMANCE 

GROWTH REPUTATION MENTORING & BENEFITS (EFFICIENT & EVALUATION 
LESS STRESSFUL) 

Geographical regions 

North-includes Rajasthan, UP 

and places north of it 28% 18% 13% 16% 1% 14% 

South-4 states + Pondicherry 32% 1% 17% 17% 8% 15% 

East-Includes Chhattisgarh and 

everything east of it 19% 21% 15% 16% 6% 23% 

West-Gujarat, Maha, MP, Goa 31% 13% 10% 24% 12% 10% 

Mumbai Cluster (Mumbai + Thane 

+ Navi Mumbai + Pune + Virar + 

any other Mumbai Suburb) 36% 12% 9% 24% 10% 9% 

NCR (Delhi + Gurgaon + Faridabad + 

Ghaziabad + Noida + Greater Noida) 32% 19% 8% 17% 8% 16% 

3 key Southern centres (Bangalore 

+Chennai + Hyderabad (including 

Secunderabad, Osmania Univ)) 31% 9% 14% 22% 8% 15% 

Kolkata 30% 15% 18% 16% 5% 16% 


Salaries and career growth are high on the Mumbaikar's agenda but not so much merit-based evaluations, which the eastern 
region is a strong votary of. NCR has low priority for training/mentoring and-surprise, surprise-financial compensation. 
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India's seniormost 

(age >33 yrs) workforce 
is least bothered about 
stress in job content. 


A 


380 Ya MNC respondents attach 


importance to career and 
personal growth as against 
17% government employees. 


229 Ye government workers give 
value to training versus 
8% MNC staffers. 


TOA MNC employees give 

O importance to stress at work 
while 15% government 
workers rate it as significant. 





Respondents from BFSI and 
software sectors don't attach 
much significance to company 
reputation. Manufacturing is 
most conscious. 
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Reliance 
Tax Saver (ELSS) Fund 


An open-ended Equity Linked Savings Scheme 


RELIANCE 
Mutual Fund 


Anil Dhirubhai Ambani Group 





SMS 'ELSS' to 561617 


Charges upto Rs. 3 per SMS 


sor: Reliance Capital Limited Trustee: Reliance Capital Trustee Co. 
Limited Investment Manager: Reliance Capital Asset Management 
Limited Statutory Details: The Sponsor, the Trustee and the Investment 
Manager are incorporated under the Companies Act 1956. Investment 
Objective: Reliance Tax Saver (ELSS) Fund (An Open Ended 
Linked Savings Scheme): The primary objective of the scheme is to 
generate long-term capital appreciation from a portfolio that is invested 
redominantly in equity and equity related instruments Load Structure: 
Load - Nil. Exit Load - Nil, However, Investment in the scheme is 
agp to lock in period of 3 years from the date of allotment of units. 
Risk Factors: Mutual Funds and securities investments are subject to 
market risks and there is no assurance or quarantee that the objectives of 
the Scheme will be achieved. As with any investment in securities, the 
NAV of the Units issued under the Scheme can qo up or down dependinq 
on the factors and forces affecting the capital markets. Past performance 
of the Sponsor/AMC/Mutual Fund is not indicative of the future 
performance of the Scheme. Reliance Tax Saver (ELSS) Fund is the name 
of the Scheme and does not in any manner indicate either the quality of 
the Scheme: its future prospects or returns. The Sponsor is not responsible 
or liable for any loss resulting from the operation of the Scheme beyond 
their initial contribution of Rs.1 lakh towards the setting up of the Mutual 
Fund and such other accretions and additions to the corpus. Investment in 
this scheme is subject to lock in period of 3 years from the date of 
allotment of units. The NAV of the Scheme may be affected, interalia, by 
changes in the market conditions, interest rates, trading volumes, 
settlement periods and transfer procedures. The Mutual Fund is not 
assuring that it will make periodical dividend distributions, though it has 
every intention of doing so. All dividend distributions are subject to the 
availability of distributable surplus in the Scheme. For details of scheme 
features apart from those mentioned above and scheme specific risk 
factors, please refer to the provisions of the Scheme Information 
Document and KIM cum n form; The same is available at all the 
DISCs/ Distributors of RMF/www.reliancemutual.com. Please read the 
Scheme Information Document and Statement of Additional 
Information carefully before investing. 
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BANKING & 
FINANCE 


TOP 3 


1. ICICI BANK 
2. BAJAJ CAPITAL 
3. HDFC BANK po 70 


Talent Training 





Fresh graduates are trained 
as probationary officers 
through a university tie-up. 


Half a dozen internal 
academies train mature 
recruits. 


* Talent panels and talent 
scouts to nurture future 
leaders. 


Structured process of 
leadership development 
and succession planning. 
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Matrix Reloaded 


RACHIT GOSWAMI/www.indlatodayimages.com 





"We follow an HR policy of 
creating a learning organisation," 
Says K. Ramkumar (right) 
Executive Director, ICICI Bank Ltd. 


At ICICI Bank, employees get an opportunity to have 
knowledge and skills uploaded into their brains—as 
long as they have the right mindset. 


ne of K. Ramkumar's favourite 
films is Matrix, the 1999 sci-fi 
action flick that has Keanu 
Reeves as a secret hacker with 





the alias "Neo". Neo, who is fast-forwarded 
in time to the vear 2199 and who is 
prophesied to end humanity's war with 
intelligent machines, has a socket in the 
back of his skull that allows him to upload 
knowledge directly into his mind. That 
helps him pick up numerous martial arts 
disciplines and also fly a military helicopter 
by getting a helicopter programme 
uploaded into his brain instantly. 

"Matrix was a great inspiration,” recalls 
Ramkumar, Executive Director in charge of HR 
at icici Bank, the country's second-largest 
bank. "I believe Matrix-like skills can be 
uploaded into a human brain to get the 
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desired results. We (icici Bank) have to take 
ownership to give that knowledge and skill. 
Employees, for their part, need to come with 
the right attitude," he says. 

Ramkumar, 48, is the bank's first HR 
head to be elevated to a board-level position 
(it happened last February). An alumnus of 
Madras University, Ramkumar joined icici 
Bank as General Manager (ug) in 2001 
after spending 16 years in manufacturing 
organisations. At the bank, Ramkumar 
also looks after the Operations & Credit 
and Treasury functions apart from the 
human resources. "Every organisation 
recognises the role of a cro who manages 
financial resources, but there is another 
equally important function of managing 
human resources," is how Chanda 
Kochhar, wp & ceo at the bank put it to Br, 


recently. It's people focus that has helped 
icici Bank emerge as numero uno in 
the banking sector in the n7-Indicus- 
PeopleStrong study of the Best 
Companies to Work For in India. 
Ramkumar's entry into the bank in 
2001 was strategic as it coincided with the 
mega-reverse merger with development 
financial institution icici Ltd. "It was a 
Herculean HR task as a bulk of the work- 
force had project finance skills," says a 
bank insider. Those days, the bank con- 
sciously decided not to acquire resources 
from the market. "We follow an HR policy 
of creating a learning organisation and 
not a recruiting or compensation man- 
agement organisation," says Ramkumar. 
That emphasis on learning has stayed 
with icici Bank. In 2006, it became the 
first bank to partner with wirr for training 
freshers in financial services by launch- 
ing the Institute of Finance, Banking and 
Insurance and awarding a diploma. Two 
years later, the bank set up icict Manipal 
Academy to offer specialised banking and 
insurance skills to train probationary offi- 
cers. Almost 20,000 people applied when 
it started two years ago. "We selected 
about 1.000 people in our first batch,” 


says Ramkumar. The first two batches of 


probationary officers numbering 2.000 
have been absorbed by the bank. 

In 2009, the bank also took another 
path-breaking initiative by launching an 
online executive MBA programme for pro- 
bationary officers who have completed The 
post-graduate diploma in banking. These 
graduates are rated on a par with rM grads, 
and absorbed as managers at the bank. 

There are also specific programmes 
and exercises for leadership development. In 
2005, all senior general managers—who 
are potential directors—were invited to 
attend board meetings. "The board encou- 
raged us to participate in the deliberations,” 
says Ramkumar, who was one of the 
senior general managers to have attended 
those board meetings. That experience 
would have played a part in Ramkumar 
getting his place on the board! © 

ANAND ADHIKARI 
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Company rewards star 
performers: Aparna Jain, 

a Bajaj Capital employee 
received a car for exceeding 


her sales target 


The Crorepati Carrot 


At Bajaj Capital, employees have a chance to 
get rich along with the promoters and clients. 





f Bajaj Capital had to put out a recruitment ad to woo potential 
employees, one of the slogans it could count on would be: 
“Join Bajaj Capital and you could earn more than your seniors.” 

That wouldn't be an empty boast. As Rajiv Deep Bajaj. 
Vice Chairman & Managing Director, Bajaj Capital, explains: 
"Write your own cheque is what we tell our employees. There is no 
upper ceiling that we impose on the bonuses that employees can get. 
So there have been cases when the financial planners have earned 
more than their seniors." 

One of the largest investment advisors in the country. Bajaj 
Capital shoots up the rankings as a preferred destination lor employees 
entirely due to the culture of what the company calls 
"entrepreneurial empowerment”. While 
still family-owned (founder K.K Bajaj's 
sons, Rajiv and Sanjiv, are part of the 






management), the company has done 
Performance Pays 
Financial planners have 
earned more than their 
seniors. 


Transparent roadmaps are 
set to align personal goals 
with organisational targets. mission statement is "to make 1 crore 
people crorepatis". A few of them could be 


its bit to professionalise. The testimony to 
that effort is Anil Chopra, Group cro and 
Director, who has stayed on with the 
company for the past 25 years. The motto 
for 2010 is "Think Big". The company's 


Star performers are 
handsomely rewarded for 
boosting growth. 


employees. too. © 
SHALINI S. DAGAR 
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Engineer Success 


** Tieup with Harvard for 
learning modules that can 
be taken anywhere. 


* Young, professional work 
force-median age just 30 
years. 


* Diverse businesses help 
keep talent occupied. 


* Entered new areas to offer 
faster career paths to the 
best. 


ws 


Sought-after: 


LAT ef igineers 





Empowered Professionals 


Being largely owned and managed by employees, any 
professional on the shopfloor can aspire to be a director. 


sk Chief Financial Officer of Larsen 
& Toubro Ltd Y.M. Deosthalee 
what differentiates the engineering 
major on the human resources 
front, and he is quick to list five diflerentiators, 
not one. Deosthalee, who also oversees the HR 
function, says the first differentiator is that L&T 
is largely owned and managed by employees. 

"Any one who is good and joins as à 
shopfloor engineer can aspire to reach the 
top and become a director someday," 
Deosthalee says. Not empty words: Of the 
eight executive directors on the i, &r board 
including Chairman A.M. Naik, seven 
joined the company as engineers. The 





only one who is not an engineer is 
Deosthalee himself. 

He says that is how it has always been in 
the company—it was founded in Mumbai 
in 1938 by two Danish engineers, Henning 
Holck-Larsen and Soren Kristian Toubro, 
and has ever since been owned and man- 
aged by professionals. 

In fact, L&T is among the few large Indian 
companies that doesn't have a promoter (rrc 
Ltd is another) so the manager rules the 
company. 

Deosthalee says extensive empowerment 
allows everyone to be innovative and creative. 
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That's differentiator #2 at India's largest 
engineering and construction group. 

What are the other three? The wide range 
of businesses offer a lot of exposure; employees 
take a lot of pride in working for a company 
that claims to be building the country. 

Then, there are the training and devel- 
opment initiatives in conjunction with the 
Indian Institutes of Management and other 
top B-schools. 

L&T is a happy poaching ground and the 
company has done a lot to retain its engineers. 
It started an infotech arm when the 
information technology industry started 
weaning away too many of its voung 
engineers. 

Deosthalee points out that the company 
has started many new businesses in the recent 
past—finance, shipbuilding and power, 
among them. "We have allowed our deserv- 
ing employees to move to these businesses and 
shift to a faster track in their career," he says. 

The L&T cro also chose merit-based 
performance appraisal as the top factor from 
the six along with prestige and company 
reputation. In both these factors the company 
is ranked in the top 10 companies while its 
overall rank is 11. © 
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openings for staff. 


* Employees at remote 
locations have 
telemedicine links. 


* Did not cut jobs during the 
downturn; directors 
flew economy. 





“a 


P 4 i 
p^ , ; P 
r , 
pr " 
A » r " 5 E 
E^ 
P p " 


A 


WW 


= 


Wide exposure for employees: 
Santrupt Misra, HR Head 





From MP to Mt Gordon 


The Aditya Birla Group company innovates to 
fulfill the needs and dreams of its talent. 


unil Kulwal, a former executive 
president of the chemical division of 
Grasim Industries at Nagda in 
Madhya Pradesh, is in a different 
territory now. In another continent, Down 
Under. In fact, as chief executive officer of 
Aditya Birla Minerals, which handles the 
group's mining business in Australia. 

ABM, which has extensive copper oper- 
atons in the Mt Gordon area and Nifty, is 
owned by another group company. Hindalco. 

Santrupt Misra, the head of global hu- 
man resources at the group, says that the 
biggest attraction for Grasim employees is 
the integrated approach of the Aditya Birla 
Group. and talks about Kulwal as an example 
of what "systematic talent management" can 
do to a person's career. Kulwal, by the way, is 
neither a chemical engineer nor a miner: He 
is a chartered accountant by training. 

“Our integrated value proposition takes 
care of personal development. career devel- 
opment and family development," Misra 
says. "Our HR processes are always trving 
to find the best opportunities for an em- 
ployee. Even within Grasim where we have 
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four businesses, employees are provided a 
wide exposure," he adds. 

Nagda is a location that has also seen a 
new effort to provide access to top doctors 
to the employees through telemedicine. 
However, Khor in the same state saw some- 
thing more interesting. Vikram Cement, 


which is still a part of the cement business of 


the company, has built a spanking new 
Young Managers Accommodation with a 
very modern design with new gadgetry at 
hand. The message is clearly that you need 
not give up the luxuries of city life if you 
work for Grasim in a remote location. 

All this, Misra explains, is achieved by 
not focussing on innovation but rather on 
the needs. "We find the needs of the 
employees first and then we meet them 
innovatively,” he says. 

Misra points out that the company did not 
cut jobs during the downturn. “We see pro- 
ductivity as a continuous process. We never 
take short-term measures like cutting jobs. 
Instead, we decided that all directors of the 
group will stop flying business class.” © 

SUMAN LAYAK 
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CEO Factory 
k Has given around 30 CEOs 


, > le 
to India Inc. 





Æ [raining intensity higher 
than global benchmarks. 


* Last year, 800 were 
trained as mentors. 


* Families love quality of life 


and the work-life balance. 


mentoring Culture: 
MD B.P. Rao (centre) 





Promise of a Way of Life - 


BHEL retains skilled talent with a mix of work satisfaction 
and a content family front. It was a pioneer in HR practices. 


uick! What is the full form of BHEL? 
Be Happy & Enjoy Life... It's not, 


Bharat Heavy Electricals Ltd see 





their company. Don't get them wrong: BHEL is 
not the tvpical sarkari company (the gov- 
ernment has a majority stake) with products 
that nobody wants and staff that does no 
work. It has been working three shilts to 
build equipment that every power utility 
wants. And it is minting money. 

BHEL's business requires high technical 
skills. Sure, it cannot compete with the private 
sector on the compensation front. But it sure 
does a good job by retaining talent with con- 
stant training and creative outlets. 

"We encourage experimentation and 


mistakes are not punished in the process of 


learning...We tolerate failure, but of course. 
not at the cost of repetition," says B.P. Rao, 
Chairman and Managing Director, who has 
been with BHEL for over 31 years now. "When 
employees are given freedom to innovate, 
they often give their best,” he adds. 

Most never leave for greener pastures 
(attrition is less than one per cent), and those 
who leave maintain their links. Last year, 
when BHEL opened its doors to former employ- 
ees, several applied, and it took back in 46. 


but that’s how employees of 


BHEL has given around 30 cros to India 
Inc. The secret: Rigorous training schedules 
and extensive mentoring. Its average annual 
training per employee (over 1 6 man days} is 
higher than comparable international bench 
marks of around 1 2 days. Last year, 800 of the 
45,000-odd employees were trained as men 
tors. "This is not sporadic. It is the culture 
ofthe company," says Rao. 

If work satisfaction is a major attraction fot 
BHEL $ employees, the quality of life is what 
keeps the wife and kids happy. Work-life does 
not need balancing. Benefits such as the com 
prehensive medical cover stretch beyond 
retirement, while soft loans and self-sufficient 
townships keep the families comfortable 

Rao does agree that today's restless 
vounger generation finds it difficult to 
appreciate this BHEL way of life. But last year’s 
recession made the company stand out like a 
beacon for irr and iiM alumni who would 
otherwise queue up for multinationals 

BHEL was among the first Psus to have an 
HR director on its board and to publish a com- 
prehensive HR manual, pioneering pertorm- 
ance and open appraisal systems. 

No wonder, BHEL's employees have their 
own acronym for the company. © 
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TOP 3 
1. IBM Daksh 


2. HP BPO 
3. Infosys BPO 





Sanjeev Aggarwal 


MD, Helion Venture Capital 





Time for an Overhaul 


fter years of rah-rah growth, 
there is some unhappiness 
creeping into the rr Enabled 
Services (ITes) industry now. A 
lot of it has to do with the ind- 
ustry's lackadaisical growth last year. But 
there is also a level of “Leadership Fatigue"— 
senior managers in the industry, having 
worked for 6-7 vears in what is essentially a 
24x7 job, seem to have lost their enthusi- 
asm, which has made them unable to bring in 
fresh ideas and practices. 

An industry can create opportunities for 
its employees only when it is growing. The rres 
industry, therefore, has to strategically drive 
growth in the coming vears. For this, it has to 
look at new areas such as utilities, for exam- 
ple. that are under-penetrated, as well as 





There is a need for 
better remuneration for 
managers and better 
engagement from the 
top leadership. 





new geographies, for instance, Europe and 
Asia. In short, it needs to find non-linear 
models of growth. Even after a decade, the ind- 
ustry's revenues are directly proportional to 
the number of people. When 40-50 per cent 
of its cost structure is the wage-bill and cus- 
tomers are constantly bargaining for con- 
cessions, the industry does have a problem. 

At the human resource level, there are a 
few things that the industry can do. First, it 
needs to set more realistic expectations. The 
massive growth numbers of the early vears 
cannot be replicated now. Besides, the growth 
opportunities are not there anymore. The 
dissonance has come because recruiters are 
not communicating well. 

Two, companies should look at promoting 
people from within their ranks for leader- 
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ship roles. The role of team leader, for example, 
is the first "managerial" role in the industry. 
By picking team leaders from within, com- 
panies can give opportunities to a greater 
number of people. Of course, this will require 
a strong leadership training capability, but 
companies must understand that strong 
team leaders are the interface between man- 
agement and people on the floor. People on 
the floor are not going to walk away from the 
industry as such because it still offers 
attractive salaries, but growth opportunities 
must exist for them. 

Three, the industry should sell its virtues 
like the opportunity to work with large global 
corporations and considerable investment 
in training. Even though the a7-Indicus- 
PeopleStrong survey says people in the ind- 
ustry are not happy with the training, in 
terms of sheer time spent on training, the 
(Tes industry is ahead of hospitality and retail. 
No doubt, many companies cut back on 
training during the slowdown. But there are 
always opportunities for "team learning". 
Training does not only mean human-human 
interaction; there are extremely evolved 
e-learning tools that can help train employees 
without raising costs. The reason many com- 
panies cut back on training is because they are 
publicly-listed firms today. and many of them 
concentrate more on quarterly results than 
the long-term view. 

As for top-level management talent, this 
is a particularly delicate time for the industry. 
Back in 2000-2002, rr/rres was the only 
growth sector in the country and getting top 
management talent was easy. Today, things 
are different. With the economy firing on 
several cylinders and the domestic industry 
allording excellent job opportunities, a 24x7 
job in the rres industry may not be an 
attractive proposition. Therefore, there is à 
need for better remuneration for its man- 
agers as well as better training and engage- 
ment from the top leadership. Good man- 
agers are worth the money. © 
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Se 





1. ONGC 
2. NTPC 
3. 10C 





* Grooming ground for 
talent that even private 
sector poaches, 


** Assessment Development 
Centres for succession 
planning. 

* ERP-based portal for 
employee services. 


Good Ole Oil 





While ONGC is in a high-risk business, its main attraction 
remains a low-risk, high-return PSU lifestyle. 


hen the Oil & Natural Gas 
Commission was born in 
1960, exploration was a dirty 
business in inhospitable 
terrain. It's now done with joysticks and 
computers. From a commission, ONGC has 
morphed into India's largest profit-making 
company. What has not changed is the 
way job seekers view it: A great provider of 
benefits. 

The survey ranks it 1 3^ best upon con- 
sideration of all attributes, but the ranking 
shoots up to 10th when only benefits and 
compensation are taken into account. 
Respondents did not rate it highly for prestige. 
training, career growth and job content, 
even in its limited field, so on these lists its rank 
slips down to 1 8'h/ 19th, 

R.S. Sharma, ONGc’s CMD, sums up the car- 
ing attitude: "More than the employees them- 
selves, | am concerned about their spouses 
and children." When he became ONGC CMD 
three years ago, he was unimpressed with 
the standards of living of the workforce and the 
upkeep of the company's townships. He set 
about trying to improve the quality of life. 

But oNGc is not all about perks: The 
performance-linked variable pay makes 
up 40-70 per cent of the take-home pay 
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of executives. 

In the exploration business, inputs are 
deterministic but output is probabilistic. So the 
HR policy does not encourage workaholics. 

Ultimately, whether ONGC pursues an oil 
well is based on the judgement of the em- 
ployees, so their development is important. 
ONGC encourages them to take time off to go for 
specialised courses and even pays for them. 

"Not just ONGC but top Psus are the groom- 
ing ground for talent in the core sector," says 
A.K. Balyan, Director, HR. "The top technical 
people in the private sector are all poached 
from government companies.” 

Very few leave the company, and ONGC's 
attrition rate is less than half a per cent. Why? 
Check out Sharma's key aide and Chief 
Engineer (Production) D. Adhikari (a bud- 
ding author now looking for a publisher) or 
Mumbai-based DoM HR D.D. Misra (an avid 
photographer). Few in ONGc would be surprised 
if Adhikari doesn't make it big in the com- 
pany. While a private competitor would prob- 
ably offer a faster track. the burnout rate 
would also be higher. 

So, while ONGc is in a high-risk business, its 
main attraction in the employee market 
remains a low-risk. high-return rst lifestyle. © 
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CORE SECTOR 





»upport Group 
* Engineers become MBAs 
on the job-and stay on. 


* Average career tenure of 
23.5 years, one of highest 
in the industry. 


* No scope for stagnation 
despite large recruitments 
each year. 


NK Kothari (left), GM, NTPC 
Badarpur, with employees 





SHEKAK GHOSH 


People Before PLF 


You can't go wrong with a motto like that: after all, the 
efficiency of a power plant depends on its people. 


f you want to know why people love to 
work with NTPC, ask Sangeeta Kaushik. 
Deputy General Manager (Corporate 
Planning), Nrpc, Kaushik joined NTPC in 
1986 as a fresh engineering graduate. It was 
then National Thermal Power Corp Ltd, 1 1 


vears old, and had an installed capacity of 


around 4,000 Mw. Today, it is India's largest 


power company with an installed capacity of 


30,644 mw, and aims to enter other energy sec- 
tors (hence its decision to become simply NTPC 
Ltd). As it grew, so did Kaushik, now 44. In 
2004, vrPC gave her the option to upgrade 
her skills. "Moving up the ranks, I started han- 
dling bigger projects in which I had to look 
into the financial aspects also. So, I did an ex- 
ecutive management programme from MDI 





Gurgaon,” she says. Nrpc paid for the course 
around Rs 5 lakh. 

There are many Kaushiks in NTPC's work- 
force of around 24.000. “Our guiding princi- 
ple has always been ‘people before rir (Plant 
Load Factor)'," says R.C. Shrivastav, HR 
Director. New talent is attracted by a combi- 
nation of factors. "Not only are the payscales 
at the freshers' level higher than comparable 
private and public sector companies, NTPC's 
brand reputation and word of mouth works 
like a real magnet," he savs. 
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In addition to low attrition rates (0.27 per 
cent), NTPC boasts one of the highest average ca- 





reer tenures—2 3.5 years. “The maximum 
attrition rate is at the fresher's level. A per- 
son who stays for one year stays forever," says 
Ashok Swarup, DGM (HR). A nearly-zero attrition 
rate can lead to stagnation at any organisation, 
but not at Nrec, though it hires around 1,000 
executives as freshers each year. 

NTPC employees also get unlimited health- 
care at its empanelled hospitals and education 
facilities such as loans of up to Rs 15 lakh for 
studies abroad and Rs 10 lakh within India for 
a child's higher education. 

Over 75 per cent of Nrpc’s employees stay 
in its townships that are equipped with schools, 
hospitals, clubs and recreation facilities. The 
company follows differential compensation 
system where people working in hilly or other 
hostile areas are paid 80-90 per cent more 
than other employees. 

The uk team's main challenge is to bring 
down the average employee age (now 47 
years) and the male to female ratio (18:1 ). 
The latter, especially, is a big challenge. 
"Traditionally, women are reluctant to work 
in the far-flung areas where our plants are 
located,” says Shrivastav. © 
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** First Indian company to use 
Graduate Aptitude Test in 
Engineering for recruitment. 


* To specialise or be an 
all-rounder, this is the 


place. 


** First PSU to develop online 
performance management 


system. 


** First PSU to have clear 


KRAs, KPIS. 


Stability and 
Low Stress 


Two things offered by IOC 
that even money cannot 
buy in the private sector's 
dog-eats-dog world. 





he gr-Indicus-PeopleStrong survey 

reaffirms the attractiveness of the oil 

and natural gas majors. The re- 

spondents did not choose Indian Oil 
Corporation (ioc) for prestige, building ca- 
reers, training or compensation. They were in 
it for stability and low stress—two things 
that even money cannot buy in the private 
sector's rat races. 

IOC, the country's only refining-to- 
retailing petroleum major, is ranked 29'^ on 
overall basis. Specifically, for good job content, 
the respondents rated 10c 18th best for at- 
tributes such as job security and some other 
ingredients of work-life balance. 

IOC's employees stick with it because 
of the way it nurtures them and their fami- 
lies. “It's a caring company with a human 
touch," says Subhajit Sarkar, Senior 
Manager (operations) at its Panipat Refinery. 
Sarkar joined it 18 years ago as a fresh 
engineering graduate. 

Most 10c employees start their careers at 
10c and stay on till retirement, never trying 
another employer. Those who accept offers 
from private competitors, usually go because 
they are given more cash in hand. i0c's long 
list of perks includes free electricity and wa- 
ter, easy loans and annual maintenance 
allowances for any material possession 
conceivable from curtains and couches to 


Work-life balance: Achint Kapur, Deputy 
Finance Manager, IOC Panipat, with family 





AMIT KUMAR 


personal computers and cars. 

Sarkar admits he's not happy about the 
salary, but his family's preference for the 10c 
lifestyle and job security has held him back. 
There are others like him ensconced in the co- 
coon of largely same-for-all increments and 
promotions devoid of firings. “One can always 
hop, skip and jump, but here my mistakes are 
not looked down upon,” says Sarkar, who 
has turned down offers from Essar, Shell 
and Reliance. On the contrary. ioc wants to 
learn from its employees. For instance, it re- 
wards those submitting suggestions and 
ideas, whether or not the ideas are found 
worth implementing. 

The survey reaffirms what the HR team 
says about trying to ensure that the offices are 
transparent so that staff can work without 
pressure. What it hasn't captured yet is the 
technical work experience and training that 
the company says it offers. 

“IOC is the only oil psu where an 
all- rounded career in marketing as well as 
refining is possible," says HR Director V.C. 
Agarwal. "There is tremendous learning 
opportunity and challenge for our employees,” 
Agarwal adds. 

If that is true, the real challenge for toc is 
to break out of the psu mould it has been 
typecast into. © 
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TELECOM 


TOP 3 
1. BSNL 


*2. Reliance Comm. 
*2. Bharti Airtel poe 


"Share identical index scores 


PSU Perks 





* The average age of BSNL's 
3 lakh people is 48 and 
attrition less than 0.33%. 


* Rival Airtel agrees BSNL is 
attractive for technical 
personnel. 


* BSNL's integrated offerings 
range from mobile phone 
to Internet TV services. 


* Half of BSNL's executives 
progress from non-execu- 
tive grades. 


comparable to private 
sector salaries," says 
Gopal Das, BSNL's 
Director (HR) 


"We offer compensation | 





A Safe Call that is BSNL 


The bloated behemoth has shrinking revenues and ritzy 
private rivals. Yet, it's the first choice for telecom jobs. 


ou receive 3 lakh applications for 
some 2,500 junior officer positions 
you've advertised. What do you 
do? Run for cover or pat yourself on 
the back that thousands of candidates want to 


break down your door? If you are in charge of 


human resources at state-owned Bharat 
Sanchar Nigam Ltd., or BSNL, you do neither, 
choosing to stay quiescent. 

“People want to work with BSNL because 
we give them a stable job,” says Gopal Das, 
Director (HR), who runs the people function for 
BSNL's 3 lakh employees. "We also offer com- 
pensation that is comparable to private and 
public sector salaries (at the entry level)." 

For junior officers. to cite an instance, 
salaries on a cost-to-company basis are 
around Rs 4 lakh a year though annual hikes 
are tiny compared to private firms such as 
Bharti Airtel, which manages with about 
one-sixth the staff of BSNL. 

There is then the growth opportunity in a 
business that has been exploding in the last four 
vears. Mrinal Kanti Mandal, a 28-year-old 
electronics engineer, who joined BSNL in April 
2009 from Hero Corporate Service, a financial 
services, rTES and consulting firm, was quickly 
spotted by his seniors and given additional re- 
sponsibility of business planning apart from the 


existing rr-implementation role. 

Mandal today is scoping new businesses 
for BSNL in its Karnataka circle. Pointing to his 
experience of working in diflerent domains, he 
says: “For learning purposes and enriching 
skills, BSNL is the best place for me.” 

The company has 20 training centres 
across India, each the size of an engineering col 
lege. "For every (pay) scale upgradation, an em- 
ployee has to undergo mandatory training ol 
two weeks. This is separate from the annual 
training of 2.5 days per employee," says Das. 

There are BSNL-only avenues for employee 
progression. While filling up vacant execu- 
tive ranks, for example, the company reserves 
half the positions for its own non-executive 
employees. "Several among such employees. 
who account for 81 per cent of BSNL's workiorce, 
are talented and ambitious," says Neeraj 
Verma, Deputy Director General ( Training) 

Still. the company knows it will have to 
bring in external talent to reverse its shrink 
ing revenues. For some 210 mid-level man 
agers it is likely to hire in near future, BSNL will 
for the first time, on this scale, make lateral 
hires from consumer care, durables, retail 
and rr companies, says Das. It may then have 
to deal with another deluge of applications. (9 
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* Movements between 
RCom and its parent ADAG 
are common. 


** Training, productivity track- 


Ing, even exit interviews are 
through its Intranet. 


* Ranked second behind 
BSNL as a sought after 
employer in telecom. 


* Management development 
programmes with IIM-B, 
XLRI are in place. 


Relying on HR Automation 


RCom delivers employee value with its Intranet portal. That 


differentiator could be its trump card in the tough times ahead. 


cale in any business, they teach you 


it is not matched with productivity. 





Being in the hypergrowth telecom 
business, Reliance Communications, or RCom, 
has seen customer demand soar as at other 
phone firms. How it has dovetailed that growth 
with employee aspirations is what makes its 
story different. 

RCom, which runs its business out of a 
140-acre campus in Navi Mumbai, does so by 
ollering "scale and scope of opportunities to its 
employees to grow in their careers”, says 
Rajan Dutta, President, Corporate HR, at the 
company. Part of the Anil Dhirubhai Ambani 
Group (ADAG), RCom is India’s second-biggest 
mobile phone services firm with some 92 
million customers. 

Automation of HR processes at RCom, a 
company of 5 3,000 employees, helps reduce 
stress on the organisation and throws up 
far-reaching benefits. Every event in an em- 
plovee's lifecycle is managed on the com- 
pany s Intranet through its portal, My World. 
It captures a potential's interest to work at 
RCom, does regular reviews, productivity 
tracking, training and even exit interviews. 

Job rotations both at RCom and between 


Erfiployee Engagement: 
RCom offers its staff 
scale and scope of 
opportunities 


, 
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at business schools, is meaningless if 


it and ADAG, for instance, are driven by daily 
postings. Even in the middle to senior lev- 
els, managers have moved to ADAG's direct-to- 
home television, Big TV, and employees are 
encouraged to make such movements. 
Employee interest is kept high in the portal 
with ADAG Chairman Anil Ambani and other 
top executives blogging on it. 

“With automation, the HR department 
is focussed on development of employees, 
how to create value for our employees and 
how to engage them better,” says Arup Gupta, 
Vice President, Corporate HR. RCom was 
placed second alongside bigger rival Bharti 
Airtel in the telecom sector behind state- 
owned BSNL in this year's nT-Indicus- 
PeopleStrong survey. 

RCom, which hired some 4,000 people in 
2009, a year that saw industry peers shed 
flab, has programmes to help its people pur- 
sue courses at Indian Institute of 
Management-Bangalore and xLRI. "High 
performers are taken through various de- 
velopment programmes, which not only 
help them in their current role but also help 
them develop and prepare for future leader- 
ship roles," Gupta adds. © 
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Power of HR 
Will...come from 
the say it has 
on organisa- 
tional decision 
making and its 
impact on the 
bottom line. 





HR & the CEO...HR & 





Employees...HR & the 
Bottom Line... 


PeopleStrong CEO and Founder Pankaj Bansal answers 
five critical questions regarding human resource function. 


Often the HR of a company 

and its employees have 

different views on what con- 
stitutes a "good company to work 
for". What causes this divergence 
and how can it be addressed? 
In general, what “makes a good company” is 
derived from two sources: A survey designed 
to evaluate the company and its un, and the 
perception of the company's employees. A 
company, however, exists in an ecosystem. 
Emplovees leaving the company and those 
who will join it in future are as much a part of 
the ecosystem as existing employees. Seeking 
responses from only existing employees would 
make the findings skewed. A model that cap- 
tures the total talent pool with the com- 
pany—former, current and future employ- 
ees—will probably give us an accurate picture. 

Also, an employee is driven by percep- 
tion whereas the company (and its HR) is 
driven by realities. The convergence will hap- 
pen only if individual perception and company 
aspiration meet at a common point. We 
should look at perceptions in the light of asp- 
irations and they together will give us the 
reality. We can, therefore, call it Perception- 
Aspiration-Reality (PAR). It's time to chal- 
lenge the status quo and build new realties 
and, if I may say so, they should be at PAR! 
That said, this year's Best Companies to 

Work For study has challenged some con- 
ventional wisdom. One of the most interest- 
ing findings is how different groups of emp- 
loyees think. For instance: 

* While creative people in the professions 
like advertising/PR/media seem to give least 
importance to their company's brand value, 
the administrative staff seem to value it 
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the most. 

* Finance professionals do not attach imp- 
ortance to the stress at work, but manufac- 
turing sector employees value it a lot. 

* Similar differences are spotted across 
regions, salary brackets, education levels and 
other parameters. 

Management guru C.K. Prahalad talks 
about serving customers by treating them 
uniquely through his famous n7 1 strategy. 
Organisations should treat their employee 
groups with n=1 strategy, meaning treating 
every employee group as a unique entity. 
"One size does not fit all" is something that 
HR professionals must realise. The more we 
bring things at PAR, the better will be the 
convergence. 


What are the thumb rules 

of good relationship between 

the CEO (or promoter) and 
the HR head of a company? 

HR often gets caught in "what is the 
coolest programme" and "what is the most in- 
novative practice". The question is not about 
"what" but about "how". Focussing on the 
basic rules of business would drive HR from 
backroom to boardroom. The key basics are: 
PRODUCTIVITY: HR's focus on productivity is 
the key to driving an organisation's success. 
HR should help a company strike the right 
balance between its goals and people. The 
economic downturn has led companies to 
focus their HR on productivity. 

BOTTOM LINE ORIENTATION: Tie everything 
to business objectives. So, turn performance 
management into productivity enhancement: 
turn training to capability building; com- 
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pensation management to talent pool cost; hir- 
ing to quality of hiring: HR operations to 
shared services. Make every sub-function of 
HR measurable and driven through metrics 
which tie outcomes to business results. 
UNDERSTAND THE BUSINESS: HR might be 
making everything measurable and build- 
ing fantastic cost benefit analysis (CBA). But if 
the organisation's operational objectives are 
not aligned with what iR is presenting, then 
the proposals get knocked off in the first 
instance. 
EMPLOYEE ADVOCACY: An understanding of 
the business is a must, but how um relays the 
employee perspective to management is 
equallv important. Whether HR can provide a 
fair and firm view without losing sight of 
business is the question which wins the trust 
and confidence of the management. 
Finally, vou have to be the best at vour 
core function. All the above is achievable if 
you have built your credibility by delivering 
and over-achieving your objectives. After 
all, the business of business is business. 


Does good HR get a pre- 

mium in recruitment-either 

in terms of better talent or 
lower cost or both? 

Employer brand is generally viewed as 
being synonymous with the nR practices of the 
company and the nr-Indicus-PeopleStrong 
study clearly indicates that work culture is 
amongst the top three factors. The study, 
however, also indicates that compensation 
is as important for the employees. We believe 
that good HR does get a premium on attracting 
better talent but not in terms of lower cost of 
hiring. The cost per hire is impacted by HR 
processes, actions and programmes. Innovative 
ways of hiring like Rro (recruitment process 
outsourcing) will ensure effective and lower 
cost of hiring. Brand value along with the 
right processes will together get the right tal- 
ent and will facilitate cost improvements in hir- 
ing. This does not mean hiring people at lower 
salaries but at a more effective cost. 


Often companies with scant 
attention to HR seem to be 
doing rather well financially. 
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What then is the correlation 
between the quality of HR in a 
company and its sales and profit 
growth? 

Indian companies have operated in an open 
economy for less than two decades. We 
have seen maturity of business processes 
and markets only since the late '90s. HR 
practices reflect this process of maturity. 
Historically, wherever market competition 
is hot, talent process maturity is high. Let's 
look at the rr industry where competition en- 
hanced the talent processes maturity and HR 
was able to create a short-term and long- 
term impact on business. 

HR in India is inching towards linking its 
processes with business outcomes. However, 
there is a long road ahead. The current sit- 
uation might create the impression that HR 
is not able to create an impact, but this is not 
true. That said, HR will have to focus more on 
outcome-based practices than remaining a 
subjective function. Power of HR will not 
come from the number of people in nR dep- 
artment but from the say it has on organi- 
sational decision making and its impact on 
the bottom line. 


Can HR be outsourced? If 
yes, what part of it and how? 
HR and emplovees interface regularly. 
Eighty per cent of the times, these interactions 
are administrative and transactional in na- 
ture (see graphic on the left). However, from 
an organisation's point of view most imp- 
ortant HR activities are strategic tasks—the top 
10 per cent of the pyramid. These strategic 
activities are the diflerentiators of an organi- 
sation and can make it a better place to work. 
In reality, most of the HR time is spent on 
employee life cycle transactions. Most, if not 
all, of these processes can be standardised, cen- 
tralised and automated through an out- 
sourcing framework. This includes recruit- 
ment processes, training, administration, 
payroll, letter generation, full and final, exit int- 
erview and employee helpdesk. An out- 
sourcing partner can perform these activi- 
ties with higher reliability and accuracy. 
lower cost and a faster turnaround time. 
This frees up a company HR's time for 
higher level contributions. © 
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BUSINESS LEADERSHIP 





How Good Is 





TALENT POOL 
MANAGEMENT 


Our Employment Value Proposition 
is effective and able to attract and 
retain the right type of high 
quality talent in a competitive 
labour market. 


STRATEGIC 
PARTNERSHIP 


Our organisation accurately links 
HR strategy with organisational 
strategy and participates as a 
critical partner in determining 


organisational direction. 





HR BUSINESS PARTNER 
EFFECTIVENESS 


We hire HRBPs with strong business 
acumen, integrate them into 
strategy planning, and target HRBP 
support toward line-prioritised HR 





LINE MANAGER 
EFFECTIVENESS 


We train and develop business 
leaders to ensure effectiveness at 
and commitment to talent 
management outcomes. 


My Company's HR? 





TALENT MANAGEMENT ACTIVITIES 


ENGAGEMENT 
AND RETENTION 


We understand the various 

segments of our workforce and have 
implemented a healthy mix of 
development and incentive-based 
strategies to engage and retain them. 


PERFORMANCE REWARDS 
MANAGEMENT AND RECOGNITION 


Our performance management Our total rewards package is 
takes into account both behavioural competitive and effective in 

and financial measures and is ensuring that we differentiate and 
credible and data-driven, allowing reward high performance. 

us to differentiate clearly between 

top, middle, and low performers. 





SELF-ASSESSMENT 


HOW TO USE THE SELF-ASSESSMENT SCORECARD 


STEP 1: For each of the 20 attributes identified here, first rate the importance of the attribute against your 
organisation's strategic priorities and then your own department's current performance effectiveness against each 
attribute using the 5-point scale below. 


STEP 2: Use the grid on the right to place the number of the attribute (i.e., from 1 through 20) in the right box 
within the grid. Once all 20 attributes are mapped, focus on the shaded region to identify your department's most 
immediate areas for improvement. 


ATTRIBUTE GRADING 





CURRENT EFFECTIVEN : IMPORTANCE 

5 = Superior We do this consistently with continuous If performed to the highest standard, the 
improvement. impact of this attribute on our HR efforts 

4 z Strong We do this consistently. would be the following 

3 = Adequate We do this irregularly yet systematically. 5 = Very High 2 = Low 

2 = Marginal We do this irregularly and in an ad hoc 4 = High 1 = No impact 
manner 3 = Moderate 

1 = Weak We do not do this at all. 


CHANGE WORKFORCE METRICS 
MANAGEMENT PLANNING ANALYSIS 


With effective training and change Our workforce planning is driven by Our dashboards help determine ROI 
management processes, we are able strategic priorities and ongoing of HR initiatives and effectively 

to mitigate the negative effects of interaction with line leaders to manage budget allocation to 
change initiatives on engagement and respond to strategic gaps. various HR initiatives. 

align our staff to the changing needs 

of the business. 





— METRICS A^ 
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Corporate Executive Board, the 
20-point evaluation form deals 
with issues ranging from rewards 
to relations and assessments to 
effective solutions. Developed by succession, to give you a quick yet 
business advisory platform complete assessment of your HR. 
LEADERSHIP AND SUCCESSION 


Filling up this simple scorecard will 
help you find how important and 
comprehensive HR is in your com- 
pany-and if it is really delivering 





HR SERVICE 
DELIVERY 
Our organisation views HR as 
a model for high-quality, 
low-cost service delivery. 


SUCCESSION 
PLANNING 


We are able to provide the 
leadership talent that the business 
requires over time, keeping on top 
of changing priorities and 
scenarios. 


Our development programmes are 
aimed at moving the leadership bench 
from "successful leadership" to 
"sustainable leadership." 


Our training programmes align with 
strategic priorities and are based on 
current and future skill gaps, helping 
achieve higher performance and 
business outcomes. 


SCORECARD 


Importance/Effectiveness Matrix 


We outsource administrative HR 
activities and implement effective 
vendor-governance practices to 
derive maximum benefit in cost 
and time savings. 


(—— URGENT CHALLENGES ———4 


IMPORTANCE 


ALLOCATION 


We have a service delivery model 
along with efficient resource and 
budget allocation for different HR 
activities, keeping in view the 
requirements of the organisation 
and external market conditions. 


1= Not 
Important 





CURRENT EFFECTIVENESS 


SELECTION 
We have an understanding of the 
"right" metrics to track, i.e., metrics 
that are most important to the 
organisation. 


ANALYSIS  —————— t  wORK ENVIRONMENT 


CRISIS 
MANAGEMENT 
Our disaster response plan is 
effective and details modifications 
to workplace policies and 
communication tactics in the event 
of a crisis. 





The interactive version is available at www.executiveboard.co.in/hrscorecard 
<http://www.executiveboard.co.in /hrscorecard? 


CULTURE 
AND VALUES 
Our culture and values are aligned 
with business objectives and 
inspire integrity, innovation, open 
communication, and flexibility. 





Courtesy: Corporate Executive Board 


EMPLOYEE 
RELATIONS 
We practice effective and consistent 
communication on organisational 
policies and developments to 
maintain employee-connect and gain 
buy-in for key initiatives. 
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But, as they go about raising funds from the public, will these 
promoters veer around the mistakes made by many of the 
earlier lot who tapped the primary market? suman Layak 


Four Mistakes the 
New IPO Candidates 
Should Avoid 


w/ Price issue realistically; 
leave something on the 
table for the investor. 


*/ Land banks are of 
limited significance; more 
important is location. 


*/ Execution ability is 
crucial; it's what turns land 
banks into money. 


$% Don't buy land when 
prices are high; you won't 
be able to sell when in 
trouble. 
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he Pied Pipers are ready to 

play again. The music scores 

have been prepared and filed 

with the Securities and 

Exchange Board of India 
(SEBI). Between September and 
December of 2009, nine realty com- 
panies submitted their draft red herring 
prospectuses for an initial public 
offering (P0) of their equity shares. If all 
these issues come through, these pro- 
moters would have raised a little over 
Rs 15,000 crore from the primary 
market. It will mark the second wave 
of realty Pos; the first started in late 
November 2006 and continued 
through mid-2007, when companies 
like Dir, Omaxe, Orbit Corp and Sobha 


Developers raised a similar sum of 


around Rs 15,000 crore. Welcome, 
once again, to Hamelin. 
Godrej Properties Ltd (GPL), the only 


one among the current eight to have 


completed its public issue at the time of 


writing, has played a sweet tune, what 
with its Rs 469-crore issue—priced at 
Rs 490—getting oversubscribed four 
times and the stock quoting a premium 
of 15 per cent to the offer price last 
fortnight. Are the remaining offers also 
likely to be soothing music for investors; 
or will they flatter only to deceive years 
down the line? After all, the first flush 
of realty Pos raised money at outra- 
geous Valuations, only to be currently 
quoting at substantial discounts (see 
Blasts from the Past). 

If Godrej is one of the more promi- 
nent names that's walked down Dalal 
Street, there's Nitesh Estates at the 
other end of the spectrum. Nitesh who? 
Well, its promoter is a former national- 
level tennis player Nitesh Shetty, who 
had started an outdoor media business 
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eip 


PUITA up 


(hoardings) with Rs 10,000 that hi 
borrowed from his mother. Shetty 
became a real estate developer when 
the owner of a building, on top 
which he had a hoarding, wanted it re 
developed. That paved the path foi 
Shetty's entry into the sector, and today 
he is a developer focussed on premiun 
and affordable properties in souti 
India. His board of directors includes 
lormer ONGC chairman Subir Raha 
and tennis pro Mahesh Bhupath 
among other luminaries. 

What's refreshing about Shetty 
other than his antecedents, is that hi 
isn t fixated on the “land bank" boge 
something that realty plavers in the 
boom of 2006-07 were manically ob 
sessive about. DLF, for instance, made 
the 10,000 acres it owned a major 
plank of its iro. The sheer number of 
acres owned mean nothing if most ol 
that land is not suitably located. Also 
cost of acquisition—particularh 
high-cost locations like metros—may\ 
make the ability to break even diffi 
cult. Shetty, for his part, has little land 
(194 acres) in his inventory. Instead 
he's focussed on joint dex elopment 
and joint ventures with land owners 

It's a model that Adi Godrej has 


ww: Adi Godrej 


Chairman, Godrej Properties 
TRADITIONAL BUSINESS: Consumer 


NO. OF YEARS IN 
PROPERTY DEVELOPMENT: 18 


PURPOSE OF FUND-RAISING: Acquiring 
land, repaying loans and project 
construction 


LAND RESERVES: 391 acres 
AMOUNT RAISED: R's 469 crore 


"We learnt our lessons and 
have stuck to the JV model" 


REAL ESTATE-IPO 


name: Abhisheck Lodha 
MD, Lodha Developers 
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NO. OF YEARS IN 
PROPERTY DEVELOPMENT: 29 


CITTTIITIIIIILILIIILIS 


PURPOSE OF FUND-RAISING: Ongoing projects, 


repayment of loans of subsidiaries 


Tete Teed 


"Mumbai is most lucrative, 


demand always exceeds supply" 


followed since 199 1—a model that 
some brokerages didn't think much 
about, if you go by their advice to avoid 
the GPL issue. Says Adi Godrej, 
Chairman. GPL: "Maybe some of the 
brokerages and analysts did not study 
our model carefully. We had stumbled 
upon this model by accident through 
our first project in 1991." Edenwoods, 
a realty developer, had run into trouble 
with a project in Thane, a suburb on 
the outskirts of Mumbai. That hap- 
pened around the same time Godrej 
was looking to enter property devel- 
opment."uprc (Edenwoods owed the 
housing finance major) suggested we 
look at Edenwoods. So we formed a 
joint venture with Edenwoods and re- 
named it Godrej Edenwoods. We 
quickly repaid Dec. We have followed 


Blasts from the Past 


this model ever since," adds Godrej. 

If Godrej is steering clear of land 
acquisitions, that's also because he 
remembers how the group burnt its 
fingers in the mid-nineties when it 
aggressively acquired parcels of land. 
The projects duly ran into trouble 
because of the high cost of acquisition 
during the boom times. "We learnt 
our lessons and have since stuck to 
the joint venture model," he adds. 

Another cardinal rule that many of 
the new issuers are following is to stay 
in the location that you know best. 
Lodha Developers—today managed 
by a foreign-educated, second- 
generation scion—is the largest 
developer in Mumbai. And it isn't in a 
hurry to go anywhere else (except for 
a "pilot" project in Hyderabad). That's 


Most real estate stocks are quoting at a discount to the issue price. 





because it owns a little over 4.200 
acres in the financial capital. Started by 
Mangal Prabhat Lodha (who is also a 
BIP MLA from the tony constituency of 
Malabar Hill in central Mumbai) in 
1980, the company now has his son 
Abhisheck Lodha as Managing 
Director. Lodha, a graduate from 
Georgia Institute of Technology. USA, 
stresses on the quality of management 
bandwidth—that the company has 
more than 500 professionals, engineers 
and management graduates manag- 
ing operations. 

Even a company like Sahara Prime 
City (from the Sahara Group) isn't 
exactly playing up the 8,000 acres it 
owns across the country. Says CEO 
Sushanto Roy, elder son of founder 
Subroto Roy: “The ability to develop 
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ACKRITU CITY Company Listing PE (Ratio) Listing current Issue Discount to 

LIFE TIME VALUE date Sept 30,09 Price (Rs) price (Rs) Price (Rs) Issue Price (96) 

,DLFA. Ackruti Feb. 2, '07 T6 724 533 545 -2.25 

TMi bin) DLF July 5, ‘07 184 582 384 525 -26.93 

SSSA  idabulsRealEstate* Mar. 23, '07 990 380 220 407 -45.95 
| Turning dreams imo reality 

Omaxe Ltd Aug. 9, '07 63 400 105 310 -65.96 

Orbit Corporation April 12, '07 29 90 333 110 +202.40 

Parsvnath Developers Nov. 30, '06 26 540 130 300 -56.73 

Sobha Developers Dec. 12, '06 43 1120 287 640 -55.19 


The stocks have been selected for the listing between November 2006 and August 2007, when maximum realty IPO took place 
* Listing post-demerger +As on January 14, 2010 Figures are rounded-off 





SANCH 


SILVER pu 


This time 


.. gift something 
timeless ~ 


N 








Sanchi Silverware. Pure. Perfect. Precious. 


Crafted in 92.5% pure sterling silver, every piece is a masterpiece. 
While its value appreciates over time, your sentiments are appreciated forever, 
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name: Lalit Kumar Jain 
CMD, Kumar Urban Development 


SPEER EER eee ee eee 


CORRE RHR ER ER ROE 


NO. OF YEARS IN 
PROPERTY DEVELOPMENT: 30 


ILIAD 


PURPOSE OF FUND-RAISING: Acquiring 
land rights, ongoing projects and 
repayment of loans 


TORR eee eee ee eee 


AMOUNT TO BE RAISED: R's 450 crore 


“All available reports suggest 
good future for realty” 


and monetise the land bank is more im- 
portant than the land bank itself.” 
Sunil Mantri, Chairman of Sunil Mantri 
Realty, which is planning an Po this 
year, points out that a land bank can be 
an albatross around your neck when 
vou need cash fast. "A land bank is 
an asset that you cannot easily liquidate 
when you are in trouble," says Mantri. 

That's something those who 
raised big money during the boom 
times discovered to their discomfort 
during the downturn. Many of them 
had to raise more cash through qual- 
ified institutional placements (Oirs, 
which are equity investments by in- 
stitutions) in the summer of 2009 
when the markets were subdued. 
Almost $2.7 billion (Rs 1 2, 420 crore 
at current rates) came in from differ- 
ent institutions into realty compa- 
nies including Unitech (two issues), 
Indiabulls Real Estate, HDIL, Sobha 
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name: Sushanto Roy 
CEO, Sahara Prime City 


SHPO RHR ee Ree eee eee 


TRADITIONAL BUSINESS: Financial 
Services, Media 


See eee eee eee Ree eee ee 


NO. OF YEARS IN 
PROPERTY DEVELOPMENT: 10 


Tee Tee 


PURPOSE OF FUND-RAISING: Development, 
completing ongoing projects 


CeCe eee eee ee ee eee eee 


AMOUNT TO BE RAISED: R's 3,00Ocrore 


“Ability to monetise the land 
bank is more important “ 


Developers, Orbit Corp., Parsvnath 
Developers and Ackruti City between 
May and October 2009, according 
to one estimate. Profits for the year 
ended March 2009 and for the six 
months ended September 2009 
plunged for most players, except for a 
couple of exceptions (see story on 
Peninsula Land: Solid Foundations). 
Stock prices have also crashed by as 
much as 60 per cent in some cases 
from their issue prices. 

The carnage notwithstanding, 
Vinod Sharma, Head of Research at 
Anagram Stockbroking, says there 
still is an appetite for pos in the market, 
but he isn't sure how long it will last. 
“Institutions will be eager, but there will 
be fatigue and a lack of enthusiasm 
from the retail investors after a few is- 
sues,” Even Godrej got only 38 per 
cent subscription from retail investors. 
Ritesh Vohra, Director of Saffron Asset 


Advisors, which manages two Indian 
realty-focussed funds raised from over- 
seas investors, is even more circum- 
spect. "The us subprime is a fig leaf be- 
hind which Indian realty is hiding. 
Even today, the Mumbai and Delhi 
markets are overheating—prices have 
climbed 50 per cent in the past six 
months—and this is a clear danger 
signal.” Gautam Mehra, Executive 
Director at PricewaterhouseCoopers, 
doesn't expect investors to bite as 
valuations are on the higher side. 

It's not all grey, however. Outside 
of Mumbai and Delhi, the situation is 
more stable with steady demand and 
prices not moving up in a hurry. A 
report by real estate consultants Jones 
Long LaSalle Meghraj titled Emerging 
Trends in Real Estate Finance says 
realtors are likely to raise at least $2.45 
billion (Rs 1 1,270 crore) in the near fu- 
ture and the Indian realty sector will 
need $2 3.66 billion (Rs 1.08 lakh 
crore) 2010-12 to cater to the unmet 
demand for homes alone. Adds Godrej: 
"The demand and growth will be in 
affordable homes in the Rs 25 lakh 
zone. That is where we will be." 

Clearly, the key is what the new 
property pashas plan to do with the 
money they collect and into what kind 
of projects they pump that money. 
One also needs to see how much is go- 
ing into acquiring land—and where? 
If some of these promoters are using a 
part of the proceeds to retire debt — 
Kumar Urban which plans to raise 
Rs 450 crore has a 1:1.1 debt-equity ra- 
tio and is planning to retire a lot of the 
high-cost debt with the issue pro- 
ceeds—that's not a bad idea at all. The 
key, of course, will be pricing and 
whether the valuations achieved will be 
able to be sustained over a period of 
time. The first round of realty IPOs 
clearly proved that the valuations they 
received during the boom times were 
unsustainable. For investors, the task 
is to not be enchanted by the music, but 
to take a discerning look at the colours 
of the pipers’ clothing, their motives 
and the direction of their footsteps.© 














TO END STIGMA AND DISCRIMINATION 


| AGAINST PEOPLE AFFECTED BY LEPROSY | 


People affected by leprosy often say that dealing with society’s attitudes 


toward the disease is harder than dealing with the disease itself. 


Leprosy is curable, 
yet the problems brought on by leprosy don’t end when the treatment is complete. 


Many people with the disease remain marginalized 
because stigma and discrimination restrict opportunities for education, training and work. 


We believe that people affected by leprosy have the same rights as everyone else, 
and deserve the same opportunities as everyone else. 


We support the principle of social integration and economic empowerment of 


people affected by leprosy. 


wae Qin le 


Sir Richard Branson 
Chairman 
Virgin Management Ltd. 


re 


—- 


Mr. Mukesh D. Ambani 
Chairman & Managing Director 
Rel.ance Industries ^j 


Q 


Reliance 


Industries Limited 


Mr. Philippe Camus 
Co-Managing Partner 
Lagardére SCA 


Lagardère 



















AT " j | E 2 
/ (b Ye bet aoe i am 
Mr. Chang i Mr. Fujio Cho | Mr. Keshub Mahindra Mr. Mikio Sasaki 
Vice Chairman & President Chairman Í | Chairman Chairman 
CITIC Group Toyota Motor Corporation - | Mahindra Group | Mitsubishi Corporation 
4 TOYOTA E ? Si a d s^» Mitsubishi Corporation 
lus... Oz en. We L— t AT aw ji 1 = 
Me. Louis Schweitzer Mr. Kan Trakulhoon Mr. Tsuneji Uchida 
Honorary Chairman and President President and CEO President & COO 


The Siam Cement Group Canon Ine. 


O SCG 


Renault ` 














p 27m CRED umu i5. 
Mr. William C. Weldon - Prof. Muhammad Yunus Yohei Sasakawa 
Chairman & CEO Managing Director Chairman 
Johnson & Johnson Grameen Bank The Nipp n Foundanot 
TF 
Uy NOVARTIS fohmonsfohmon 4r ` 
commans Saa The Nippon Foundation 





Launched in Mumbai on 25 January 2010, Global Appeal 2010 is an initiative of Yohei Sasakawa, WHO Goodwill Ambassador for Leprosy Elimination, 


Japanese Goverment Goodwill Ambassador for the Human Rights of People Affected by Leprosy, and Chairman of The Nippon Foundation 








With his mother as mentor, Rajeev Piramal has driven growth at Peninsula 
Land and shielded it from the carnage in the real estate sector. virenora verma 
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n 2005, when Ajay Piramal's 
empire was split to allow sis- 
ter-in-law Urvi Piramal to step 
out on her own with the 
group's textiles and real estate 
businesses in tow, it was an op- 
portunity as well as a challenge for 
the wife of the late Ashok Piramal. 
An opportunity because property 
prices were zooming, company valu- 
ations were eye-popping and pro- 
moters were making money hand 
over fist. It was a challenge because 
Urvi was now on her own, after hav- 
ing sat on the boards of Ajay Piramal's 
companies for close to two decades. 
Urvi might have been on her 
own, but she isn't alone. Her three 
sons, Harish, Rajeev and Nandan, 
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REAL ESTATE-PENINSULA LAND 


“We sell projects in the early stages of 
construction to generate cash that can 


be ploughed back" 


Rajeev Piramal, Executive Vice Chairman, Peninsula Land 


are spearheading the Ashok Piramal 
Group's businesses, with Urvi playing 
the mentor and providing the vision. 
Whilst Harish looks after textiles and 
Nandan has forayed into entertain- 
ment, it's Rajeev who has been lead- 
ing the real estate business, Peninsula 
Land Ltd. (PLL), from the front. And if 
there were any doubts about the 
abilities of the mother-son duo, the 
performance of r11.—during a period 
in which the real estate mania turned 
into a painful depression—is a perfect 
indicator that the Ashok Piramal 
Group is indeed in good hands. 
Consider: For the year-ended 
March 2009, almost every realty 
major worth his land bank regis- 
tered a spectacular fall in profits. 
The first half of 2009-10 wasn't too 
different. Net profits of industry bell- 
wether pF Ltd., for instance, tumbled 
by 41 per cent and 78 per cent last 
fiscal and in this year's first half, re- 
spectively. Unitech, which raised 


WHAT THE PIRAMALS 
DID DIFFERENTLY 


€ Acquired land for immediate 
development rather than focus 
on building a land bank. 


€ Pre-sold projects at various 
stages-and not just at completion- 
to generate cash flows. 


€ Maintained a healthy mix of 
commercial and residential property 
(currently, it is 54:46). 


€ Never allowed debt-equity ratio 
to climb over 0.5. 


€ Steered clear of land purchases in 
overheated markets like Mumbai. 


Rs 4,400 crore through equity 
issues in two tranches last year, is in 
the same boat, with its bottom line 
shrinking by 28 per cent and 57 per 
cent in those respective periods. 
Other newly-listed realty majors like 
Puravankara Projects, Parsvnath 
Developers and Sobha Developers 
also took a pounding. 

If profits—as well as share prices, 
which are off by as much as 84 per 
cent from their peak—are under 
pressure, it's not just because of re- 
duced demand and falling property 
prices. Many of these majors are 
hurting because of the huge debt 
on their balance sheets. pir has a 
consolidated debt of almost Rs 
16,000 crore while Unitech's debt 
has come down to around Rs 5.000 
crore (after the two equity issues) 
from Rs 7,800 crore. 

PLL. in sharp contrast, has man- 
aged to keep profit growth coming 
(see Bucking the Falling Trend). At 
the same time it has been conserva- 
tive about debt, maintaining a 
healthy debt-equity ratio (D/E) of 
0.3 (Rs 343 crore of debt as on March 
31, 2009), as against the industry 
norm of 1-1.5. That's not bad at all 
for this textiles-turned-real estate 
major, which was reeling under a 
D/E of 29:1 in 2004. 

So how did the 57-year-old 
Chairperson and the 33-year-old 
Vice Chairman of PLL pull it off: 
“Right from the outset we did not 
go for just land acquisition, but for 
profitable land acquisition,” points 
out Urvi. Instead of buying large 
parcels of land and mindlessly cre- 
ating land banks to boost valuations, 
PLL bought only so much land that it 
could develop and sell in 3-5 years. 
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Profitable acquisition also involves 
not buying in locations where prices 
are overheated—like in Mumbai, for 
instance, between 2006 and 2008. 
Rajeev, who has a Bachelor's Degree in 
Business Management from Baldwin 
Wallace College in Cleveland, vs, em- 
phasises another plank of the de-risk- 
ing strategy: Sell projects in the early 
stages of construction—even if real 
estate prices are on the rise—to gen- 
erate cash that can be ploughed back. 
For instance, PLL pre-sold one 
of the buildings in Peninsula 





ects will be ready on time. Its 1.26 
million square feet Peninsula 
Business Park is expected to be com- 
pleted by October 2010 and 
Peninsula Technopark—with area of 
8,79.000 square feet—by December 
2010. Two residential projects— 
Ashok Gardens and Ashok Towers— 
are complete and ready for occu- 
pancy. From all these projects, PLL ex- 
pects cash flows in excess of Rs 1,000 
crore over the next 12-18 months, 


Business Park (Central 
Mumbai ) to Alok Industries 
for Rs 1,100 crore and an- 
other in Peninsula 


Bucking the Falling Trend — 7 


Peninsula is one of the few realty 
majors to show growth in profits. 


Bl Net profit growth for year ended March 2009 (96) 








Technopark (Mumbai sub- 
urbs) to the Essar Group for 
Rs 1,200 crore. "I told my 
staff to focus on the timely 
delivery of ongoing projects to 
keep the company going." 
says the junior Piramal. 
Those challenging 
times —along with the fact 
that PLL didn't have to 
invest in land to get 
started—have stood Urvi 
in good stead. Her knowl- 
edge of the Mumbai real 
estate market and of the 
damage mounting debt can 
do has also come to PLL's 
rescue. That the Piramals 
have leaned heavily on a 


DLF 


competent management -78 


team also works in PLL's 
favour. Rajesh Jaggi. Managing 
Director, PLL, explains the benefits of 
Rajeev's obsession with completing 
projects on time. For one, this helped 
the company get good deals from 
equipment suppliers and other con- 
tractors. "We were able to get the 
best work at lower costs,” says Jaggi, 
who has been with the group for 
11 years. This lead to a virtuous 
cycle with timely availability of 
people and equipment hastening 
the speed of work. 

Result: All of Puis Mumbai proj- 
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Bl Net profit growth for year ended September 2009 (96) 


Parsvnath Puravankara Sobha 
Developers 





Projects Developers Unitech 















-1 


-58 57 


Percentage change is growth over 
previous corresponding period 
Source: Prowess and BSE 


which will help fund other projects. 

Clearly, put has to move out of 
Mumbai to keep growth coming as 
well as to reduce risk; It has identified 
cities like Pune, Nasik, Hyderabad 
and the state of Goa. The company 
has acquired land in these cities and 
plans to build residential townships. 
The plan is to develop around 14 
million square feet of residential 
properties over the next 4-5 years 
outside Mumbai. But the mantra of 
caution hasn't been done away with. 
“PLL is very conservative in taking up 






Mahindra Peninsula 
Lifespace La 


projects based on an internal rate 
of return (IRR). If they do not get the 
correct IRR they do not go for the 
projects,” says Jigar Shah, Head of 
Research, Kim Eng Securities India. 
IRR is the annualised compounded re- 
turn rate that can be earned on the 
invested capital. 

These projects, outside Mumbai, 
will be funded from the Rs 1,000 
crore that will be generated in the 
months ahead along with Rs 170 
crore already in the kitty. 
A low D/E ratio also allows 
PLL to leverage if the need 
be. Also, there's a real 
estate fund floated by PLL 
that has unutilised cash of 
Rs 125 crore. Jaggi says the 
fund is planning to raise 
more money in 2010. Some 
portions of the commercial 
properties will also be leased 
out, opening up another 
revenue stream—currently, 
rentals contribute just 
Rs 15 crore to PLL's Rs 600- 
crore revenues. 

Doubts hover over 
three special economic 
zones (SEZs) in Goa, with 
developable area of 12.5 
million square feet, cour- 
tesy of an uncertainty on 
sEZ policy. But PLL isn't too 
concerned as the invest- 
ment of Rs 100 crore can 
be written off without cre- 
ating a huge hole in the 
bottom line. Over time, the Piramals 
want to make PLL an integrated real 
estate company that will also man- 
age properties (what is known as 
facility management) and have an 
asset management company. 
Though. both these business are op- 
erational, their contribution is mi- 
nuscule today. With the solid foun- 
dations that have been put in place, 
PLL can now look ahead to its next 
phase of growth. 


COMMENTS & FEEDBACK AT 
btfeedback@intoday.com 


The only Gear Company in India 
with Aerospace - :Ji certification 


(Based on and including ISO 9001:2000) 
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The efficiency of a gear could make or break 
you in your industry. That is where we step in 
with high quality, high precision gears, gear 
boxes, geared motors and gear assemblies 
both standard & custom built. Think gears. 
Think Shanthi. Because our gears won't chew 
into your profits. 


We, at Shanthi Gears, have always 
endeavoured to keep pace with the evolving 
technologies and give highly customized 
solutions to industry leaders across the world 
because the fact remains that a machine is 
only as good as its gear. Ours is the only Gear 
Company, perhaps in the whole world, to have 
end-to-end facilities like castings, forgings, 
fabrication, heat treatment and complete 
gear / gear box manufacturing including hob 
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making, all in-house, in a built up area of one 
million square feet, spread over 125 acres of 
land. 


Today, you can find that our gears are driving 
aircrafts, trains, tractors, compressors, cranes, 
elevators, conveyors and other machinery in 
almost every industry like cement, textile, 
power, steel, sugar; just to name a few. 


We have brought into effect new, efficient and 
speedy customer support and logistics to 
further strengthen our customer relationship. 
With these additional systems, we can 
constantly work with our customers meeting 
their requirements on time, every time. 


All you need is to call our Head Office or our 
nearest Sales Offices directly. 


304-A, Shanthi Gears Road, Singanallur, Coimbatore - 641 005. Tamilnadu. India. Ph : 91 - 422 - 2273722 to 34 
Fax : 91 - 422 - 2273884 / 85 E-mail : info@shanthigears.com Web: www. shanthigears.com 





/ MANAGEMENT GURU 


NEED TO DEVELOP A 
POOL OF LEADERS" 





ntil some years 
ago, RAM CHARAN 
was described as 
global management's 
best-kept secret. 
No longer. As his 
counsel started 
receiving heft from 
beverages #1 Coca-Cola Co. to fast-and- 
upcoming Marico, from the venerable 
General Electric Co. to start-up Deccan 
360, Charan's laser-sharp insights and his 
ability to cut straight to root of an issue 
have been sought out the world over. 

In New Delhi to coach salespersons 
at India's largest foreign-owned busi- 
ness, Nokia, among other engagements, 
the 70-something Charan took time out 
for an interview with Business Today 's 
JOSEY PULIYENTHURUTHEL AND SAUMYA 
BHATTACHARYA. The management guru, 
who started life in business in his 
pre-teens in a Bata shoe shop that his 
family ran in a small Uttar Pradesh 
town, talks about leadership challenges 
in a post-recession era, role of inde- 
pendent boards, traits of global leaders 
he's worked with and his forthcoming 
book focussed on doing business in India 
and China. Edited excerpts: 





What are the lessons for leaders 
of global corporations from the 
trauma of the last 18-odd months? 
The problem was not individual com- 
panies; the problem was a collection of 
behaviours of individual companies 
that seem to have caused a concen- 
tration of risk. And, no one seems to 
have said that the intent of the system 
was to diversify risk, not concentrate 
it. Most people, to this day, do not 
seem to understand that and how the 
global financial system works. All big 
companies, domestic or not, need to 
build an internal approach to learn 
how the global financial system is ac- 
tually working. 


What does the CEO in India take 
away from this? 
He has got to go and meet with the 


people at the Reserve Bank of India 
(RBI), who are specialists in this system. 
They understand the complexities of 
the system, the intricacies and how 
things could pan out. They (RBI), in 
turn, do not need to violate any con- 
fidentiality but need to educate CEOs of 
companies in an effort to understand 
the global financial system. 


"No one really 


INTERVIEW 


Indian companies don't plan 
succession. 
They will come to terms. They have to. 


Turning back to the global scene, 
how much of current mess comes 
from the mad rush to deliver 
quarter after quarter? In other 
words, is it time CEOs turned to 
Plato and away from Welch? 


understands the intricacies of 


the global financial system, including the 
Chairman of the Fed. Indian CEOs should go 


to the peop 


le at RBI, who are specialists in 


the system, and try to learn" 


Is there a broader leadership 
lesson as well? 

Yes, if you don't understand the 
global financial system. you may 
be lucky to survive. The core lesson 
is that your strategy is not only in 
the context of your industry and 
in the context of your national 
economies. It is now in the context 
of the global financial system; don't 
lose sight of that. 


How difficult is it going to be for the 
average CEO to understand that? 
The intellectual capacity is there; it 
is a question of spending the time. 


And, is there anything they need 
to do fundamentally differently at 
the companies they run? 

I think the fundamentals have not 
changed. Every Indian company must 
figure out how it can be globally com- 
petitive. Number two, all Indian com- 
panies—and, some are doing it—they 
need to develop a pool of leaders; no 
longer does it work that they have 
one hero running the show. And, 
they have to recruit globally... 


You'll be amazed at how many 


Well, if you are really (Charan 
emphasises really) investing for the 
long term and you deliver on it, 
you'll never have to worry about 
the short term. Simply because 
you'll change and condition the 
shareholders. You have companies 
like j&j that have demonstrated that. 
And, under Welch, don't forget GE 
delivered for 20 years—both short 
term and long term. 

In the American scene, more than 
70 per cent of ownership is institu- 
tional: you don't really have to give 
such investors short-term earnings 
guidance. Not just that, much of the 
problem today has been of people giv- 
ing stretched guidance. Contrast that 
with: “under-promise, over-deliver". 
You then don't have to worry about 
short term or long term. 


Still, to change the mindset, 
should management education 
change from the way it is today? 
Leadership is very hard to teach in 
the classroom: it can only be taught 
by doing. experiencing real-life situ- 
ations, through role models. A 
teacher who does not understand 
leadership cannot teach it. And. 
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when a person graduates from (busi- 
ness) school, a large part of that per- 
son's life is people. Dealing with them 
cannot be taught. 


Do business schools recognise 
this? 

They all seem to recognise it but don't 
see it as a serious problem. 


work on that in a negative way. I 
can detect when a CEO is very 
greedy. The key word is "very"; 
some greed is okay. The person 
who is very greedy, you can be 
sure, does not put purpose before 
self. Such people negotiate for things 
they should not be—three-layered 
incentives; cars; the best is getting 


“You'll be beholden to see how disciplined 
top global CEOs are. They are no more hard 


workers than the rest of us. Leaders (in 


India) should continue to increase their 
capacity every day. Obsolescence is a killer” 


In your view, have independent 
directors on boards failed to pro- 
tect the companies they steer? 
Look at the banks and financial 
service firms in the US, and 
Satyam Computer closer home... 
I think there are other reasons for 
independent boards (to exist). The 
issue of the failure of the financial sys- 
tem is beyond them. Even today. no 
one really understands the intrica- 
cies of the financial system... including 
the Chairman of the Fed. You can't 
blame the boards for that (financial 
meltdown); sure, they could have 
sensed something but that's about it. 
Independent boards, at least in 
the American scene, are different. 
They have just in the last two vears 
begun to see what they are capable of. 
They have to lead companies, not just 
govern them. Their most important 
task is selecting the cro. And, they 
are beginning to do that. They can't 
run the company: selecting the right 
guy to do so is the important task. 
Then. they have to monitor etc., etc. 


You've espoused "purpose before 
self" in your personal life. What kind 
of structure-regulatory or other- 
wise-deliver that at companies? 
This is about people, right? So. I 
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X, I should get 2x... I tell vou, if a 
parent can detect stuff in a child, de- 
tecting it in a CEO is not rocket 
science. A board should have a feel 
for that. None of the boards I serve 
on has that problem. Then (once 
the very greedy candidates have 
been eliminated), you ask, “Can 
this person build value? Is he the 
best to run the company?” 


You are writing a book on India 
and China. Tell us about it. 

What I'm looking at is in five years, 
what is the shift we will see in the 
global landscape. I'm thinking how 
will strategy change, how will business 
be done differently. People have argued 
who will be ahead... 


What are your early findings? 

I see that Indian growth will be heav- 
ily founded on its consumers, com- 
pared to China. That's the good news. 


We're creating a solid foundation. If 


we have infrastructure, we will be far 
ahead of them (the Chinese). 


In your long years of interactions 
with US chief executives, what are 
the leadership insights that you 
have gleaned? 

[ will not take names but one insight 


is that they are very, very disciplined. 
You'll be beholden to see how disci- 
plined they are. They are no more 
hard workers than the rest of us but 
deliver time and again. Over time, 
they constantly develop themselves. 
They are very good coaches; they care 
for developing good leaders. They are 
out-of-the-ordinary by a mile in getting 
to the heart of the matter. 

Leaders should continue to 
increase their capacity every day. 
They should ask themselves where 
do I want my capacity to be in three 
years. Obsolescence in a knowledge 
worker is a killer. 


From Uttar Pradesh to working 
with top global corporations, what 
has the journey been like? 

From a shoeshop to the board room of 
the largest company in the world. it's 
the Indian philosophy that has driven 
me... it's the sense of purpose. My 
purpose of life has been that people 
should go away and take some les- 
sons into their lives. | could give a 
Power Point presentation or just take 
my Execution book and give it away. 
| see what is relevant for the audience 
and work them around that. 


Of your 16 books, which has been 
the one you've enjoyed the most? 
| never write for my book to be a 
bestseller. People come up to me and 
say they found my books very useful. 
My motto is not to make it as a best- 
seller, it is to make my books useful 
for my readers. I think writing was 
fun for all of them. 


Most of your prescriptions are 
back-to-basic leadership lessons. 
Aren't there problems that go 
beyond in complexity and require 
domain expertise to sort out? 
Every business needs domain in 
understanding and expertise. But, 
leadership goes much bevond that. 
There's vision, there are people who 
need to be inspired, (new) leaders to be 
spotted and groomed... . © 
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LEGAL-FOREIGN LAW FIRMS 


Back Door is 
Legal Here 


The Bombay High Court has stalled the entry of foreign 
law firms-for now. But it was acting on a case 15 years old. 
And times have changed. SHALINI S. DAGAR 












ven the recession did not 
affect lawyers in India. 
Clients still have to chase 
them,” says Bharat Vasani 
wryly. General Legal 
Counsel to Tata Sons, 
Vasani is not griping about the good 
fortune of his legal brethren. As a 
daily consumer of legal services, he 
just gets frustrated some days. 

The services that Vasani and his 
group demand are mainly commer- 
cial law—the fine print of mergers and 
acquisitions, fundraising and other 
such transactions. In India, only a 
handful of lawyers do such work and 
an even smaller number are experts 
in cross-border deals. As a veteran of the 
Tata Group's many global deals, Vasani 
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is familiar with the work of both the 
Indian and the foreign law firms (Firs). 
He is all admiration for the Ls’ tech- 
nology-based infrastructure, client 
support systems and their superior 
drafting and documentation skills, not 
to mention their enormous knowl- 
edge of complex, global transactions. 

"When FLFs promise a document 
by a certain deadline, I have yet to 
come across an instance when they 
have failed to deliver, something 
which happens with alarming reg- 
ularity with Indian law firms. They 
(rues) are pathological about meeting 
deadlines," says Vasani, before 
adding, "It is not fair to say that we 
want foreign investments (FDI) but 
not foreign law firms." 


Vasani is not the only big votary of 
allowing foreign law firms into India. 
Shachindra Nath, Group Chief 
Operating Officer of Religare 
Enterprises, says the group ends up 
hiring foreign law firms in addition 
to Indian law firms, while looking at 
many transactions, simply because 
such services are not available locally. 
And of course, the company ends up 
paying the cost of two law firms acting 
on its behalf. This is in stark contrast 
to other services such as banking or 
auditing where local arms of foreign 
entities provide efficient and compet- 
itive services locally. 

Foreign law firms, however, are 
not allowed to practice in India 
despite the visible advantages. 


“It is not fair to say that we want foreign 
investments but not foreign law firms" 


Bharat Vasani, Legal Advisor of the Tata Group 


Creating a Flutter 
In December 2009, the Bombay 
High Court upheld the existing 
restrictions on foreign law firms. 


The Case: In the 1990s, RBI 
permitted three UK law firms to set 
up liaison offices. The Lawyers 
Collective challenged this in court. 


The Nub: Was RBI's permission 
valid? Can foreign law firms work 
here without being enrolled under 
the Advocates Act of 1961? 


The High Court rules: Under the 
Advocates Act, lawyers have to be 
enrolled with the Bar Council to 
practice or even give advice. 


Rejected: The argument of foreign 
firms that "practice of law" 
means only court-based legal 
work and not transactional or 
advisory work. 


Anachronistic as it may sound, but a 
recent Bombay High Court judgment 
interprets the existing law to 
iterate that foreign law firms are not 
permitted to practice in India (see 
box on the left). 

However, the reality is, as Vasani 
says, FLFs are present in almost all 
big transactions in India, even if it is 
through their lawyers in New York, 
London or Singapore. "They are often 
writing the prospectus for fundraising 
in India." 

Harish Salve, noted lawyer and 
former Solicitor General, believes 
that the judgment resolves issues 
which may not be of any real signif- 
icance in the present scenario. In 
any case, the ruling comes on à 
petition filed 15 years ago. "The is- 
sues raised in the high court were 
on the premise that a foreign law 
firm would directly practice in 
India—which I do not think reflects 
the correct perspective," he says. 

What brings FLFs to Indian shores 
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and keeps them there are the rising 
cross-border transactions that India 
Inc. is involved in. In 2006, 2007 
and 2008, outbound M&A activity 
alone of Indian firms amounted to 
$55 billion (Rs 2.5 lakh crore). When 
Bharti looks at a transnational deal 
With MTN, it necessarily has to go be- 
yond Indian law firms to source the 
relevant expertise. White & Case, 
one of the firms affected by the deci- 
sion, had voluntarily closed its liaison 
office earlier, but partner Nandan 
Nelivigi says: "India remains a very 
important market to many of our 
clients, and thus to our firm, and we 
will continue to service the legal 
needs of our clients in compliance 
with all applicable laws." 

The current situation, where the 
ground reality is at variance with the 
policy, will force informal alignments. 
Salve is candid when he says, “for the 
present, foreign law firms have to first 
hook up with an Indian law firm that 
provides legal advice 
it lor providing legal advice and help— 
and once this is done it does not mat- 
ter who does how much of the work in- 
volved in structuring the transaction." 


or at least bills 


Such possibilities have led to sus- 
picions within the legal fraternity of 
the recent trend of "Best Friends" 
relationships (see box). Participating 
law firms are quick to assert that these 
loose arrangements are not a surro- 
gate practice of law. Suresh Talwar of 
Talwar, Thakore & Associates, says 
that their tie-up with Linklaters is 
very transparent and within the legal 
framework. “Linklaters has no fi- 
nancial involvement in the Indian 
firm.” He is, however, clear that the tie- 
up is a forerunner to bigger opportu- 
nities when the sector is liberalised 
and has done much to upgrade the 
firm's processes. 

Clearly, everybody is waiting for a 
new policy. The government, the 
keyprotagonist in this drama. 
remains impassive, barring the sharp 
tilt shown by it when H.R. Bhardwaj 
was Law Minister, in an affidavit in 
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“In my perception, this obdurate refusal 
to ‘allow’ foreign firms to set up base in 
India is unfortunate” 


Harish Salve, former Solicitor General of India 


2008. Current Law Minister Verappa 
Moily, however, is more calibrated 
than his predecessor. On the judg- 
ment, he is laconic even though the 
court has directed the government to 
clarify the policy: "We are seized of 
the matter. We continue to work on 
the issue. As of now, there is no 
progress." He remains sympathetic 
but ambivalent on the issue overall. 
"There is genuine fear on the part of 


Best Friends 


Non-financial arrangements 
between foreign and Indian law 
firms are mostly for referrals. 
Examples: 


® Talwar Thakore & Associates 
(TTA) tied up with Britain's 
Linklaters. 


9 Britain's Allen & Overy has a 
non-exclusive referral tie-up 
with Trilegal. 


® UK's Clifford Chance allied 
with AZB & Partners for a 
non-exclusive relationship. 


our firms. I personally feel we should 
not be frightened. We should build 
our own capacity 
ructure and legal education. Our youth 


physical infrast- 


are quite competent." says Moily. 

He also asks the rhetorical ques- 
tion: "Are we not losing business 
when our companies and banks are 
going overseas?" Religare's Nath 
agrees. "Local talent does not get 
exposed to the global transactions 
and the irs are not able to generate 
revenue and fee from their Indian 
clients going overseas," he adds. The 
upsides of liberalisation are many. 
including greater demand for 
junior lawyers, which would leave 
them better paid. 

Part of the reason for the gov- 
ernment's wariness comes from 
vociferous dissent expressed by the 
Bar Council of India and other sector 
bodies like the Society of Indian Law 
Firms. The main reason. earlier, was 
the adverse impact such à move 
could have on the employment 
prospects of roughly 1.2 million 
lawyers practising law in India. Fact, 
however, is that there is no conflict 
between the two. Most of the lawyers in 
India are litigation lawyers, i.e., lawyers 


HVINOM LIWY 


Pm not fair 
but lm lovely. 


MAIL T DAY 


B&B. Ku AES aas B an odi ^ m 








"It is still a tremendously uneven field. 
How do you expect a David to fight 
Goliath?” 


Shardul Shroff, Managing Partner, Amarchand & Mangaldas 


who appear in court, whereas FIFS seek 
an advisory or non-litigious work re- 
lated to commercial transactions, an 
underserved area in India. 

The uk has been one of the most 
forceful proponents of the liberalisa- 
tion of Indian legal services, mainly 
due to the surfeit of legal talent there 
and close similarities between English 
and Indian laws. And hence, comes 
for special attention from the oppo- 
nents. Shardul Shroff of Amarchand & 
Mangaldas says there are 10,000 
lawyers unemployed in England, which 
is three times more than the entire 
commercial law firm employment in 
India. He believes that the Indian gov- 
ernment should first address the con- 
straints binding the Indian law firms 
(ILS), before it considers opening up. 

He reckons it is still a tremen- 
dously uneven field as Indian 
lawyers are not allowed to adver- 
tise, raise capital from institutional 
sources, or have more than 20 part- 
ners in a firm. "There are no rules in 
place for professional conduct in 
relation to Limited Liability 
Partnerships. A five-member firm 


128 BUSINESS TODAY February 7 2010 


cannot be compared with a 500- 
member firm. Today, if you take 
the international law firms, they 
are limited liability companies or 
LLPs. They can raise capital from 
the market. Companies in Australia 
are listed. Where is that in India? 
How do you expect a David to fight 
Goliath?" Shroff asks. 

These are valid points, but these 
are issues which can be resolved with 
some serious thought. Some action is 
visible on the Lip front. The rest can 


Advantage FLFs 


€ Help bring best practices and 
knowledge management. 


€ Their repository of knowledge 
is enormous. 


9 They help get more invest- 
ment into the country. 


€ They enjoy global footprint 
and extensive reach. 


HSOHD NHVHNAIHS 


LEGAL-FOREIGN LAW FIRMS 


be tackled in a gradual. phased, clear 
roadmap towards liberalisation. 

There seems to be a thaw though, 
in sight. From outright rejection, the 
Bar Council's resistance has consol- 
idated around an even playing field. 
Chairman, S.N.P. Sinha says: "We 
don't feel shy of give and take in this 
matter." Sinha refers to one of the 
big demands for reciprocity, whereby 
Indian lawyers could also practice 
overseas. He is hoping for a detailed 
dialogue in the coming months. 

Countries like China, Indonesia 
and Malaysia offer diflerent templates 
for opening up. Rajiv Luthra. 
Managing Partner of Luthra & 
Luthra, who as Convenor of vk India 
Joint Economic & Trade Committee 
(Erco), has studied many of them, 
says: "Let us not be ostriches with 
our heads buried in the sand. Foreign 
lawyers practising in India is an even- 
tuality. As a GATT signatory, the stated 
position of our Government is to open 
up legal services. Let us make the 
most of the time we have at hand to 
create a level playing field." 

Maybe the government is waiting 
to use legal services as a negotiat- 
ing tool at the World Trade 
Organisation talks, or maybe this 
little item is not high up on its 
agenda. Whatever be the case, the 
ball is in the government's court. 
And indecision can sometimes be 
costly. Sample Singapore's aspira- 
tion to become an international 
arbitration centre. As long as it 
remained closed and insular, it 
marred its own chances. 

So what next? The case could go to 
the Supreme Court, but since the mat- 
ter has been referred back to the Union 
government, the best bet of the FLFs 
would be to avoid legal recourse and 
stick to lobbying. © 
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Why the German carmaker, the world's No. 2 
is the real competition for al! automakers in India. «» 


new caas 
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Watch Out for Volkswagen 


The world's second-largest carmaker makes 
bold moves in india as it catches up on Its No. 1 
rival, Toyota, globally. Business Today analyses 


Also, how PepsiCo India is helping make its US 
parent leaner together with an exclusive inter- 
view of indra Nooyi, PepsiCo Inc.'s indian-bom 
Chairman and CEO. 


REKINDLE THE WAY YOU READ 


India’s largest magazines now also available on Kindle 


Rahul Gandhi has turned 
to 8 ticket for renewal memes Privilege 
Grand OidParty the f 

Repudiating politics. 

kinetics of Change 


NATION 
BJP 


Saffron Flyover 

The backing of the RSS and the reputation of 
being & buldozer will help Gadkari restore order 
in the BJP. His challenge will be to find an ides 
that makes the party—end him—relevant in 
national politics 


į 
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STATES 
JHARKHAND 


AVote for Decay 

Another hung verdict means that one of india s 

richest states is destined to stagnate. Unstable 
ernments have made administration a casualty 

as the state lags behind in venous parameters 
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The Kindle Editions 

India Today, the largest news and current affairs 
magazine in the country and Business Today, 
India's largest business magazine are now 
available on Kindle. The magazine is auto 
delivered wirelessly to you. All you need to do is 
subscribe to India Today and Business Today on 
your device to stay abreast with the latest news 
in India and from across the world. 
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Gadget Mecca 








If there is one pilgrimage all gadget aficionados must make, it is to the 
Consumer Electronics Show (CES) held every January in Las Vegas. 


Sulabh Puri made the trip this year. 


as Vegas is known as ‘Sin City’; if for nothing else, 
then for the city's over-the-top exuberance when it 
comes to virtually anything. And gadgets are on 
the list as well, because there is nowhere else in the world 
where a show as over-the-top as ces can possibly be held. 
Looking at the magnitude of the show and the sheer num- 
ber of industry giants and newcomers there made vou 
wonder if the world had really been caught in a reces- 
sion. And to add a whole new dimension, literally, to the 
show this year, the show-stopper was 3-D: not in the 
movie hall but a whole 1.2 million square metre pavilion 
showcasing 3D viewing technology that will start filtering 
into houses later this vear. 
All the big names were present in strength showcasing 


130 BUSINESS TODAY February 7 2010 


) 


their 3D vs from 32-inch 3D icp panels to humongous 
56- inch ones. While Samsung had an array of Laps stitched 
together to make a big 3D screen, Sony had erected a ver- 
itable 3D movie theatre within the confines of their stall. 
Others like Panasonic, Toshiba and LG weren't behind. 
The only thing that was a wet blanket in the entire cele- 
bration of 3D was the fact that all these sets require people 
to wear polarised 3D glasses like one would in a movie 
hall. Yet, the ability to watch something like James 
Cameron's Avatar in its full 3D glory sitting at home is 
not something to be scoffed at. 

There were quite a few cool prototypes unveiled— 
Panasonic's new Portable player with a Blue-ray disk slot. 
Users now can see HD movies on this portable player. Many 


companies, among them Kodak, showcased consumer cam- 
eras and video recorders that can be dunked and even fully 
submerged in water. Another gadget which caught the eye 
was the Cideko Air kevboard. Sized similarly as the Xbox 
gamepad, the keyboard comes without a mouse. In a way. the 
keyboard itself is the cursor, since the handheld keyboard has 
an accelerometer within. By moving the keyboard around in 
the air you can control the pointer on the screen. Novel 
control technologies also included the Peregrine hand glove 
for gesture-based gaming. 

And given the chill in Europe and the ws, it was perhaps apt 
that Microsoft chose to exhibit, among other products, ice. No. 
this is not a solution to Windows freezing on users, but a 
technology that they have developed for in-car entertain- 
ment. And they attracted interest cleverly, having lined up a 
bunch of automotive beauties from leading car companies such 
as the Ford. The other manufacturer who is using it is KIA. 

In the context of its bullish approach to marketing in recent 
years, it wasn't surprising that Samsung had the biggest 
booth (see lead pic), bang in the middle of the complex. Sitting 
pretty next to it was Sony, who too are obviously thinking big 
again. The Japanese giant's sk8ip iPod dock pleased not only 
because Sony came up with a dock for the Apple player when 
it has its own range, but also because users can interchange the 
front panel, with online options for customising more. 

And then, there was the ‘Apple’ area, even though the 
company itself wasn't there. A whole plethora of small man- 
ufacturers making all sorts of accessories and applications for 
the iPhone and the iPod were out in strength. Some like the 
ones from Ed Hardy designer cases were quite innovative, oth- 
ers not quite so. And for those looking for bargain basement 
deals, there was a special section that had everything Chinese, 
Korean and Asian that smelt of minimal R&D costs. Everything, 
from Usp drives to TV sets. LED lamps and torches were hot 
favourites, especially because they were tempting with prices 
starting as low as one dollar (Rs 47). A number of portable 
media players and headphones were also available at these 
stalls. They looked great but. reliability, was still an issue. © 


These TVs require polarised glasses to watch images in 3D. 





Some praiseworthy 
mentions 


Kodak Playsport Camcorder 
(Price: $180): A waterproof Full HD video camera. 


Victorinox 32 GB army knife (Price: TBA): The 
strongest multipurpose knife gets a USB drive and 
Bluetooth, plus a fingerprint scanner that allows 
only the owner to access data. 





Alpine Marine head unit for boats (Price: $450): 
Fully waterproof, this ICE head unit has a large LCD 
window that can be used to navigate CD songs and 
also satellite radio. 


Kwickset Smart code lock (Price: $300): An 
electronic door lock that can be unlocked and 
locked over the Internet. 


LG Wi-Max USB dongle (Price: TBA): 

A well-designed Wi-Max dongle for laptops and 
desktops that can let the users connect to the 
most powerful wireless broadband spectrum 


MS! Dual Screen Colour E-book (Price TBA): 
Colour touch-screen E-book reader by MSI 





TBA: To be announced 
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Future in My Hands 


A micro-pension scheme that is helping millions of Indians build a 
future, brick-by-brick as they go through the daily grind, touches 
Delhi's autorickshaw drivers. BT sees if the drivers like it. RACHNA m. Koppikar 


B For 20 years, Shailendra Sharma 
(pictured above with his family) has been 
driving autorickshaws on Delhi's roads. 
His P&L account had no “other income" 
or exceptional items, but the 42-year-old 
has managed to bring up three siblings 
who are now settled in life, build a house 
for his family of six including his parents 
and two children and even squirreled 
away Rs 70,000. But the icing on his 
contentment comes from something else: 
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The advertisements on his auto, 


E Mohammed Rehaan Raza Khan, a 
38-year-old who has been on the roads 


for 10 years now, brings home around 


Rs 10,000 a month with which he 
has to support his family of eight and 
pay the loan installment of Rs 5,500 
on his three-wheeler. Hardly able to 
make ends meet, he now dreams of 
making his son an engineer. 


hailendra and Raza Khan 
are among 85,000-odd 
autorickshaw drivers in 
Delhi who live for the 
moment, whose only 
earnings come from daily 
micro-battles with commuters. The 
future? No provident fund, 
no gratuity, no pension, For a hand- 
ful like them, all this is changing— 





and at no extra cost—courtesy a 





micropension scheme launched by 
NyayaBhoomi, a Delhi-based non- 
government organisation (NGO), and 
Invest India Micro Pension Services 
(IIMPS), a think-tank and a pension 
solutions provider. 

NyayaBhoomi is no stranger to 
autodrivers in Delhi. For the past 
four years, it has been helping this 
much-maligned tribe from within 
and without by introducing best 
practices and lobbying with the 
government to create better condi- 
tions for the transport system. 

Then, in November last year, 
NyayaBhoomi and nmrs began try- 
ing out a new scheme, selecting 
auto drivers who would sport ad- 
vertisements on their autos in re- 
turn for a handsome Rs 2,000 a 
month. Well, there is a "cut"—but 
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HOW THE PENSION 
SCHEME WORKS 


e UTI RBP Fund invests 
contributions. 


e 40% goes into stocks, 
60% into debt. 


€ No withdrawal penalty 
for small contributors. 


e Sofar, UTI RBP has given 
12% average annual 
compounded return. 


HOW DROPS 
MAKE AN OCEAN 


e If an 18-year-old auto 
driver contributes 
Rs 500 p.m. starting 
2010. 


e By 2050 (age 58) he 
gets Rs 30,262 p.m. as 
pension, says IIMPS. 


e The sum has been 
calculated on the basis 
of 10% annual return. 


this Rs 500 goes straight into a mi- 
cropension scheme for the driver 
himself! uri's Retirement Benefit 
Pension (UTI RBP) Scheme invests 
the money and at retirement the 
driver can opt for either a lump- 
sum or a monthly pension. Those 
who don't want to carry advertis- 
ements can still enrol for the pen- 
sion with just Rs 200 a month, The 
NGO pays the civic tax on the 
advertisement. 

When Shailendra and Raza 
Khan first heard about the scheme, 
their reaction was disbelief. Khan 
consulted at least 10 of his friends 
and didn't tell his family for the first 
few days. “Our unions never both- 
ered about the problems we faced 
from time to time. So when 
NyayaBhoomi came up with this 


BOB-PENSION SCHEME 


scheme, I had faith as I had heard 
about it from others but I still wasn't 
confident about how beneficial it 
will be for my family," says Khan. 

Jeet Singh Rawat, an auto driver 
for 28 years, dropped into the 
NyayaBhoomi office only after 
speaking to fellow drivers who had 
signed up. “We eat from what we 
earn daily. Except for a life insur- 
ance policy for my wife and me, | 
didn't have any savings,” says 
Rawat, who has already borrowed 
against the policy to get one of his 
two daughters married off. Now he 
hopes that the advertisement and 
pension scheme will help him in 
educating his son and marrying off 
his second daughter. 

While Jeet Singh Rawat and 
Raza Khan took time to get 
convinced, Sharma faced the ridicule 
of his fellow drivers after he signed 
up. “When 10 people around you 
tell you that you are being conned, 
you tend to get jittery,” he recalls. 
Then he fished out the documents- 
white and pink slips for pension re- 
ceipts and the passbook of the bank 
where NyayaBhoomi deposits the 
advertisement revenues. 

But he still has stabs of fear. "I 
hope these people to whom | sug- 
gested the scheme don't queue up in 
front of my house if anything goes 
wrong,” says Sharma. 

After all, in the past, every move 
to “improve” their lot has come with 
a cost. Whether it was the switch 
from petrol to compressed natura! 
gas in 2001, or from mechanical to 
electronic meters, each time the auto 
drivers had paid black-market rates. 

Some like 45-year-old Rajesh 
Arora, a former bus conductor who 
took a three-year loan of Rs 2 lakh 
at 16 per cent interest rate to buy an 
autorickshaw in 2008, has been 
paying a monthly installment of 
Rs 8,250 to a private money lender. 
Moreover, drivers claim that auto 
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BOB-PENSION SCHEME 


"We are working on a low-cost health 
and life cover facility along with IIMPS" 


RAKESH AGARWAL, Secretary, NyayaBhoomi 


workers' unions have seldom helped 
them in procuring finance at 
cheaper rates or in solving their 
problems. 

But the new savings/pension 
scheme is changing all this, with 
the extra income giving a cushion 
and the pension some peace of mind. 
For the 200-odd drivers who have 
enrolled, there is also a pride factor: 
at traffic lights and fuel stations, 
other drivers want to know how the 
advertisement thing works. 

“There are 100-odd drivers who 
queue up in our office everydav to 
enroll for the pension scheme,” says 
Rakesh Agarwal, Secretary of 
NvayaBhoomi. 

The extra income that is cred- 


ited into their bank account is also 
creating a savings habit. "I can save 
money for my daughter's marriage 
and for my mother's medical 
expenses," says Shailendra. 

Life and health cover are not 
very far away. "We are working on 
a low-cost health and life cover 
facility along with IMPS,” 
Agarwal. Moreover, NyayaBhoomi 


Says 


also plans a scholarship fund for 
providing superior education to chil- 
dren of auto drivers and a scheme 
that will help them get auto finance 
at reasonable rates. 

IIMPS plans to take the concept 
to other cities also. "The transport 


sector employs a large number of 


people who work in an un-organised 


"Once we achieve critical mass in 


Delhi, we plan to take it to other cities” 
GAUTAM BHARDWAJ, Director and Co-founder, IIMPS 
» 
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we are working with auto 


way... 
drivers in Delhi and rickshaw pullers 
in Rajasthan, but once we achieve 
critical mass in Delhi, we plan to 
take it forward to other cities,” says 
Gautam Bhardwaj. Director and one 
of the co-founders of IMPS. 

Auto drivers are not the only 
ones availing themselves of the 
micro-pension scheme. Some 
45,000 low-income women of 
Sewa Bank contribute Rs 50-250 
per month towards the same pen- 
sion scheme. IIMPS and UTI MF, in 
association with local cos, have 
also brought low income workers in 
Bihar, Andhra Pradesh, Karnataka 
and Madhya Pradesh under the 
scheme. In Rajasthan, the state 
government also contributes up to 
Rs 1,000 annually for eligibile 
workers across 20 specified occu- 
pations. It has enrolled more than 
30,000 members. 

So, maybe the next time the 
auto-rickshaw driver tries to rip you 
off, you can ask him if he has joined 
up. The answer would be “no”. © 
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Made-in-India Windows? 


Not in the immediate future, but more and more companies are getting interested 
and invested in software products, finds a B7-NASSCOM discussion. 





ver the last two decades, the Indian rr industrij has been 

propelled to $64. 5 billion in size, primarily because of 

its success in services. As the services sector recovers 

from its worst slowdown, there is a renewed interest in 
the high-risk, high-reward software products, which is projected to 
grow from $2.5 billion in size at present to $ 1 1 billion by 201 5. 
Indian companies, however, are still quite far [rom developing a block- 
buster product like Office and making a mark on the global stage, alt- 
hough that remains the Holy Grail for most. But their big opportunity 
lies closer home—in the small and medium businesses (SMBs). 
These were some of the key takeaways from a recent BT-NASSCOM panel 
discussion. The panellists included Som Mittal, President, NASSCOM; 
Bharat Goenka, Managing Director, Tally Software; Subash 
Menon, CEO, Subex; Orna Berry, Chairperson, Prime Sense, and 
Venture Partner, Gemini Israel Funds; and Pallav Nadhani. 
CEO, FusionCharts. Rahul Sachitanand., Assistant Editor, 


Business Today. moderated the discussion. 


Why is there a renewed interest in software products? 
Goenka: Entrepreneurs typically gravitate towards sectors 
that have a greater chance of success and until recently that 
choice was software services. In the last two years, every- 
one's been talking about the difficulties in the services ind- 
ustry; it's no longer considered the easy industry to operate 
in. Twenty years ago, everyone started in products and 
moved to services when the opportunity arose. Now, we're 
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seeing a strong refocus on the products segment. My per- 
sonal fear is that people will get into business, but degenerate 
into small niches which are more profitable to operate in. 
Menon: There was a renewed focus on products by NASSCOM 
two years ago and today the number of such companies has 
grown to over 600. Now, there is a platform for products 
companies to be seen and heard. We as a country haven't 
reached the maturity to develop a world-beater, Office- 
like package from India. We have a long way to go, especially 
since we have to compete with people who've been at it for 
several decades. 


Pallav, why did you decide to focus on products when 
services were still in vogue? 

Nadhani: It was a case of accidental entrepreneurship since 
no one was willing to trust a 1 7-year-old with software serv- 
ices! We started just after the dotcom bust when people were 
trying new technologies. Also, we quickly realised that in 
our market—Internet-related products—we could build 
scale very quickly. Broadband proliferation has allowed us 
to get 85 per cent of our customer base online: We have 
1 2,000 customers online without having sales offices 
anywhere globally. 





Dr Berry, what lessons can India and Indian products 
companies take from Silicon Valley and Israel? 


Berry: Most of the product development in Israel is export- 
oriented. Software products have a shorter product cycle than 
embedded systems, an area where Israel specialises. At the end 
of the day, both India and Israel have competitive product 
industries and need to target large global opportunities. 


Som, why did NASSCOM decide to refocus on the 
products market? 

Mittal: In the last 2-3 vears, several changes have taken place. 
There is 8-9 per cent growth, local rr usage has increased and 
connectivity has improved. This has led to many mass market, 
but low-value applications. Also, trying to develop another 


database or ERP product has little meaning now since most of 


these products have become commoditised infrastructure. 
Today people are developing applications which cost $1 to 
use, but are used by a million people. What's driving us is new 
technologies and capabilities; SaaS (Software as a Service) and 
growing opportunities in the suB market. Also, it's never too late 
to foray into products. The real opportunity ahead is in the 
SMB market because large companies are embedded in their 
existing technologies and platforms. 


Subash, how can an entrepreneur judge if he has a good 
software product idea? 

Menon: The proof of the pudding is in the eating. It's not about 
whether it's a good product or a bad product. The question is: Do 
people need your product? That can only be tried out in the 
market and verified with customer feedback. 


Dr Berry, do young entrepreneurs have the patience 

for this? 

Berry: When entrepreneurs have good ideas and there is a 
lack of funding, they will be patient and do everything to get their 
product into the market. But when money is flowing around, they 
focus on getting more funding rather than getting a good prod- 
uct to the market. I was an entrepreneur in the '90s and in 
early 2000s was involved in the venture capital industry. | 
didn't see patience. I saw spoilt people and too much money 
flowing around, and consequently there were lower returns. 


Som, can a good services company transition into a good 
products company? 

Mittal: Services and products are two different disciplines. Only 
very large companies have been able to do both. It requires dif- 
ferent skills to run a software products business. Large compa- 
nies such as Microsoft and RM can use their services teams to try 
to evangelise their products. 

Goenka: The software industry can be likened to the trans- 
portation industry. You have motorcar makers and ship 
manufacturers. Maruti didn't upgrade itself to make ships sim- 
ply because it's a more expensive form of transportation. 
The software industry is also not a form of ladder. Someone has 
to take a decision to diversify into a new field of software 
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Products is inherently a riskier 
business. It's a binary sort of a game. 
You're either successful and 

or you fail and wither away... J ? 


SUBASH MENON, CEO, Subex 





Software products have a shorter 


product cycle than embedded 
systems... India... needs to target 
large global opportunities ? J 


ORNA BERRY, Chairperson, Prime Sense 





We do products for passion and 
recognition. But if you succeed, you 
make a lot more money in products 
than you can ever from services J J 
PALLAV NADHANI, CEO, FusionCharts 
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products. But vou have to start lit- 
erally from scratch, like starting a 
new industry. 


Subash, why enter software 
products if there are so 

many risks? 

Menon: Products is inherently a 
riskier business. It's a binary sort of 
a game. You're either successful 
and grow or vou fail and wither 
away... The airline industry. for 
example, has been in a bad cycle for 
a while, but people still get into it. 
You have to be passionate about 
your business. 

Mittal: Why should there be a 
value judgment on services 
versus products? A company like 
Accenture is purely high-value 
services and has no products. 
But the need to scale up in India 
resulted in non-linear businesses. 
I think both services and products 
are required. Products have 
a longer gestation and are a 
riskier business. 


For someone like Pallav, is 
services a less risky option? 
Nadhani: | agree with Subash. 
We do products for passion and 
recognition. In a products com- 
pany, everyone associated with a 
product gets recognition. If it's a 
home run, you're going to make a 
lot more money from products 
than you ever can from services. 


How does a small company scale up its business from 

a local to a global level? 

Goenka: Management bandwidth is key to the transition. In 
a market like ours, getting the first 100,000 customers is easy. 
But if you want to have 100,000 customers in Malaysia, for 
example, you need to check if vou will have access to specialists 
who can sell your product, undertake minor services and upg- 
rades of your product. If you need to achieve this, you need 
to have management bandwidth. 


Subash, Subex has made several acquisitions for 
scale and new technologies. How can product 
companies use this route to expand? 

Menon: An acquisition shouldn't be done to supplant 
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In the last 2-3 years, several 
changes have taken place. 
There is 8-9 per cent growth, 
local IT usage has increased... 
This has led to mass market, 
but low-value applications J J 


SOM MITTAL, President, NASSCOM 





If you need to create a 
presence in a new market or 
technology, you need to have 
a wide range of expertise J J 
BHARAT GOENKA, MD, Tally Software 


organic growth, but to supplement 
it. We opted for acquisitions to en- 
ter an adjacent market or to get a 
set of customers we had no acc- 
ess to or to enter a new geographic 
market. No potential American 
customer, for example. will talk to 
vou unless you can show them 
clients in the vs. Acquisition is also 
used when business cycles are long 
and when it takes, sav, five vears to 
enter a specific product segment. 


Som, are there too few 
products specialists? 

Mittal: Even if vou look at services 
companies, there is huge invest- 
ment made to make employable. I 
think over time, you will get mod- 
ules on product engineering and 
product management in colleges. 
I think product companies depend 
on lateral hires. I also want to add 
to the aspect of how we accept fail- 
ure in our society. This aspect is 
changing. Today, it is becoming 
more acceptable to say, I started 
something and I failed. 


Bharat, how is Tally nurturing 
leaders internally to take 

the company to the next 

level of growth? 

Goenka: As we become suc- 
cessful, there is a tendency to 
narrow the disciplines in which 
we operate. If you need to create 
a presence in a new market or 
technology, you need to have a 
wide range of expertise. As a promoter, vou need to 
keep your ego aside and bring in experts on subjects 
which are not your focus area. Many people have been 
in the company for 10-15 years and have seen it grow 
to its current scale. We sometimes have to spend 1-3 
months on a customer's premises to understand their 
operating environment. 

Menon: We believe that domain skill is very critical to 
building technology that could be critical three years from 
now. We have made eight acquisitions to date and cross- 
pollinated the domain experts across the company. Our cro, 
lor example. still sits in Canada. Our Product Management 
Head operates out of Canada, too. We have relied heavily 
on overseas expertise for domain skills. © 


Jobs 1 oday 


Your office address 
will be a global 


landmark ^ 


SKF is a name synonymous with engineering and has created a niche for itself at the front end of technology and 
knowledge engineering. SKF is now in a phase of expanding its global footprint in Asia and has commenced set up 
of the state of the art Global Technical Centre in Bengaluru. The Centre will be equipped with facilities for product 
development and engineering including support capabilities in product testing. 


People working here will get all the required experience and exposure of the entire product development life cycle. 
The centre will commence operations in 2010 with 50 people and will grow significantly in the future. 


SKF is looking for individuals who want to be a part of this global phenomena. As an SKF aspirant you require an 
engineering degree and at least 3 years of work experience. 
How often do you get a chance to engineer the world? 


We are looking for expertise in : 


Product Design 

.. Catia / NX / Pro-E / iDeas etc. 

.. Mechanical design from components to complex assemblies 
.. Common drafting & detailing standards 


Product Engineering 
.. DFM / DFA / DFMEA techniques 
.. Value engineering and Virtual simulation 


FEA/FEM 

.. Ansys / Abaqus / Pro-E / 
Unigraphics 

.. Ansys Parametric Design 
Language (APDL) macros 
generation for modelling, 
meshing & solving parametric 
models 


Product Validation 

.. lest method design and 
product performance testing 

.. Failure analysis 

.. Metallurgy & Chemistry 


Please email your resume to 
careers.gtci@SKF.com 





If you can motivate 
and inspire excellence, 
we are looking for you. 





Jaipuria Institute of Management invites highly qualified 
academicians for the post of DIRECTOR 
for its upcoming Indore Campus. 


A front-ranking name in the sphere of Management Education, Jaipuria Institute of Management with 
campuses in Lucknow, Noida and Jaipur offers the finest academic and career opportunities to aspiring 
young minds. Now, our upcoming future-ready campus in the historic city of INDORE will carry forward the 
spirit of excellence. We are looking for an extraordinary academician for the post of DIRECTOR to enable 
the institute to scale new heights. 


The Person 

Must possess a doctorate in management or related disciplines, a record of excellence in teaching, 
service and scholarship commensurate with basic requirements for appointment as full professor. In 
addition, he/she should have: 

» Experience: More than 5-7 years as full professor at Top-10 B-Schools such as IIMs, MDI, XLRI, IMI etc. 


» Leadership and Administrative Acumen: Demonstrated leadership in administrative roles such as 
Dean of Placement/Admission/MDP etc. 


» Integrity and Motivation: Possessing high ideals and principles and willingness to work tirelessly = 

towards institution building. z 

v 

Jaipuria Advantage s 
» Competitive Salary with Excellent Benefits. » Very High Degree of Autonomy. 


Application Procedure - Email resume to : director.indore@jaipuria.ac.in 
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Power Postings 


Jobs with attractive benefits in the power sector 
make up for the lack of buzz about it. 


good dipstick for change in the 
jobs market is often the high- 
level movements. The power 
sector saw a rush of senior-level app- 
ointments at the peak of the slow- 
down. Last year, for instance, Pankaj 
Sachdeva joined as Deputy Managing 
Director at Kalpataru Power 
Transmission Ltd from Ape India, and 
Ravi Uppal, who was ABB's Global 
Marketing Head, joined L&T as Head 
(Power Projects). "The power sector 
and other related infrastructure seg- 
ments are all set to attract ceos and 
senior-level people from the 
international circuit as well as other 
manufacturing segments in India," 
says R. Suresh, MD, Stanton Chase. 
Power is being tipped as the "next 
rr"—Aa destination that has huge man- 
power requirements at all levels. The 
country hopes to add more than 
70,000 Mw—it may be an ambitious 
target, though—over the next three 
years, and this has led to a great deal 
of activity across the various power 
segments—coal-based thermal, wind, 
solar and hydro. “Given the energy 
needs, we even think that nuclear 
power, which is currently a public 


sector preserve, will also open up,” 
says Madhav Sharan, Senior Client 
Partner & Asia-Pacific Head 
(Industrial), Korn/Ferry International. 

Currently, there is a huge supply- 
demand gap of talent in the power 





sector. Top recruiters put various rea- 
sons for this: The sector suffers from a 
distinct lack of buzz, which is often 
generated by campus recruitments— 
many of the power players are yet to 
tap this avenue in a serious manner; 
projects at remote sites make it unat- 
tractive for some, and, of course, there 
is sheer shortage of technically-qual- 
ified people with relevant experience. 

Hence, for requirements in the 
technical space, the sector will source 
people from existing players or from 
the overseas market. In administrative 
positions, it would look at other ind- 
ustries. In fact, the private sector, thus 
far, has seen the recruitment of people 
from public sector units such as NTPC 
and BHEL, prompting an industry ins- 
ider to say that NTPC has "virtually 
been emptied out". 

So, what makes the power sec- 
tor hot? “Salaries and benefits are 
certainly much better than what the 


rr sector has to offer. The glamour of 


overseas travel may be lacking, but 
this is, indeed, a possibility in the case 
of multinational players,” says 
Gopinath Govindan, vP (HR), CLP 
Power India—which is the largest 
foreign investor in the wind power 
sector. So, while things are not visibly 
crackling, “the scope to stand out 
and make a difference is much 
greater”, claims Govindan. © 
SHAMNI PANDE 


CLP India, L&T-Mitsubishi, 


GVK Power, Siemens, Alstom, 


Suzlon, Vestas, Tata Power. 


CEO (Rs I crore & above), 
senior level (above 
Rs 50 lakh), mid level 


(Rs 30 lakh) and junior level 


(Rs 12-20 lakh). 


The sector needs at 

least 2,000 people in top 
management; over 15,000 
in the mid and junior levels 
over the next three years. 


The Ninth Five-year Plan 
(2007-12) envisages a 
capacity addition of 
78,577 MW. 
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Infotech Enterprises Limited 

Project Leader/ Project Manager 

Location: Hyderabad 

Job ID: 7787186 

Description: Applicant must have 
Engineering Degree / Diploma; 10 to 15 yrs 
exp in rail signalling; should have good Project 
Management / Program Management 
capabilities. 


Mold-Tek Technologies Limited 

VP/ GM/ Head - Marketing 

Location: Hyderabad 

Job ID: 7787685 

Description: Candidates with diploma from 
Indian Institute of Packaging are preferred. 
Experienced in handling and communicating 
with the regional marketing offices. 


Shakti Solutions Private Limited 
Recruitment - Head/ Mgr 
Location: Chennai 


Job ID: 5998706 


Description: Responsible for understanding 
client needs, sourcing candidates, interviewing, 
conducting reference checks, negotiation, 
guide candidates & closing the deal. 


Cisco Systems (India) Private Limited 
Security Analyst 

Location: Bangalore 

Job ID: 7548203 

Description: Responsibilities: Participate in 
the architecture, design, and development of 
software for internetworking products built by 
the business unit. 
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Tata Motors Limited 

VP/GM-R & D (Production & Engg) 
Location: Pune 

Job ID: 7720016 

Description: He/She must have expertise 
various vehicle systems with core compete! 
in one or two aggregates like chassis / steer 
/brake/ axle/ suspension etc. 


| Yahoo Software Development India ] 


Ltd 
Director - System Engineering 
Location: Bangalore 


| Job ID: 7541105 
Description: Person must have exp. 
managing large scale UNIX syste 


environment; knowledge of IP networks, la 
4-7 technologies. 


The Tata Power Company Ltd. 

Tech / Engg - Manager 

Location: Ranchi 

Job ID: 7736145 

Desctiption: Role: To strategically plan a 
implement CSR activities in project area; 
develop positive environment amo 
stakeholders through liasioning. 


ValueLabs 

Manager - Migrations/ Transitions 
Location: Hyderabad 

Job ID: 7457397 

Description: Incumbent must have 5-8 ye 
Help Desk/ Call Center experience in 
multinational organization with at least 5 ye 
in a management position. 
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McAfee Software India Pvt Ltd. 
Software Test Engineer 
Location: Bangalore 

Job ID: 7808525 


Description: Applicant must have hands-on 
: automation (QTP/PERL/ Python), 
performance/ load/ scalability testing, Load 


exp in 


Runner; knowledge of critical QA processes . 


Capgemini 

Mainframe Professionals 

Location: Chennai 

Job ID: 7810590 

Description: Person must have 3 
experience in a development project and 
expertise in DB2,CICSIDB2 TOOL and 
UTILITIES, COBOL, VSAM, JCL. 


years 


Wipro Technologies 

Java CAPS Specialist 

Location: Bangalore 

Job ID: 7811832 

Description: Incumbent must have 1 year of 
exp on Java CAPS. Should have participated in 
design of EAI interface solutions. Should 
understand EAI solution testing, 


IPsoft India Pvt Ltd 

Senior R&D  Engineers(Next Generation 
Technologies) 

Location: Bangalore 

Job ID: 5499235 

Description: Looking for Sr R&D 
Engrs(NextGenerationTechnologies) to help 
shape the future of infrastructure mgmt. core 
Perl, Autonomic 


Java (server side), 


Computing] boss. 
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Cognizant Technology Solutions India 
Private Limited 

Software Engineer/ Programmer 

Location: Mumbai, Pune 

Job ID: 7809402 

Description: Programmer must have relevant 
work experience and expertise in Datastage. 


Kenexa Technologies Pvt. Ltd. 

Quality Assurance Executive 

Location: Visakhapatnam 

Job ID: 7810676 

Description: Duties: Creation of test 
scenarios and test cases by analyzing the 
functional specifications, testing the web based 
applications; knowledge on SDLC. 


Infotech Enterprises Limited 

Physical Design Sr.Engineers 

Location: Bangalore 

Job ID: 7813054 

Description: Engineers must have 3.5 to 6 yrs 
of exp and of which minimum 2.5* years of 
experience in Magma place and route tool 
(talus is a plus). 


Safenet InfoTech Pvt Ltd 

Principal Engineer (Java) 

Location: Noida 

Job ID: 7778173 

Description: 6+ years in Java/]2EE, Web 
Services. Candidate should have a relevant exp 
into application development using Java / 
J2EE Profile 
Architecture & Design of n-tier Web Portal 
using OO and |2EE best practices & more. 


framework. would include 
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CMS Info Systems Pvt Ltd 

Key Accounts Manager 

| Location: Pune 

Job ID: 7513220 

Description: Applicant must have 
| understanding of IT service delivery & 
managed services, IT data center & IT 
infrastructure management; sales FMS / AMC 
services. 


Tata Autocomp Systems Limited 

_ Regional Sales Manager 

Location: India 

Job ID: 7495440 

Description: Responsible for revenue, 
receivables, inventory and sales targets and 
entire logistics for the area; customer 
satisfaction through warranty & service. 


Honeywell Automation 

Sales Engineer / Asst Sales Manager 
Location: Gurgaon 

| Job ID: 7489559 

Description: Responsible for sales of service 
contracts for O& M services, prospects 
generations & market development; managing 
and developing key accounts, 


| Tata Teleservices Limited 

Sales Exec/ Sales Representative 

Location: Panipat 

Job ID: 7726028 

Description: Tasks: Acquiring new 
customers; increase the revenue; focus on areas 
of improvement relating to channel expansion; 
ensure 100% CAF compliance. 
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Genpact 

Sales Promotion Manager 

Location: Delhi, Mumbai 

Job ID: 7726133 

Description: Person must have enterpr 
sales experience; experience in selling 
strategic accounts in India; experience in selli 
to SME segment. 


Web Development Company 

Business Development Managers 

Location: Kolkata, Bangalore, Pune & NCR 
Job ID: 7589252 

Description: Applicant must have strong sal 


| and relationship management skills. 3-5 ye: 


of experience in LT. Outsourcing / I 
Recruitment / Staffing Industry is must. 


Mold-Tek Technologies Limited 
Marketing Manager 


| Location: Hyderabad 


Job ID: 7795954 


, Description: Candidates with diploma fro 


Indian Institute of packaging are preferre 
Experienced in handling and communicati 
with the regional marketing offices. 


INDIABULLS 

Sales Exec/ Sales Representative 

Location: Kolkata 

Job ID: 7708182 

Description: The candidate must have spen 
minimum of 1 yr in the broking indust 
Should be good at sales and advising clier 
regarding investments. 
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Thomson Reuters 

Taxation - Manager 

Location: Hyderabad 

Job ID: 7808150 

Description: Person must have done 
Bachelors/Masters Degree in Economics, 
Finance, Business or Accounting; knowledge 
of global transfer pricing regulations. 


ACS, Inc. 

Cost Accountant / ICWA 

Location: Bangalore 

Job ID: 7742858 

Description: Commerce graduate or CA/ 
ICWA Inter with strong knowledge of fixed 
asset accounting & calculation of depreciation 
bothin India & US GAAP. 


Integreon 

Senior Manager - Finanace & Accounts 
Location: Mumbai 

Job ID: 7518842 

Description: Looking for subject matter 
expert on client contracts, regarding their 
accounting and reporting implications, 


Syntel Inc 
Book Keeper/ Accounts Assistant 
Location: Pune 


| Job ID: 7810081 


Description: B.Com / M.Com / BBA / B.M.S 
graduates with AMFI/ NCFM Certification 
(Additional)/ B.A(economics) and strong 
accounts and finance knowledge, capital / 
money markets. 








WIPRO 


Applying Though: 


monster com 


Genpact India 

Process Associate (Finance & Accounting) 
Location: Jaipur 

Job ID: 6792636 

Description: Duties: Audit of loan/lease 
documents; preparing of Invoices; working on 
general accounts; forecast planning; preparing 
client statements; manage access database, 


Sapient 

Manager, Finance (Global Internal Audit) 
Location: Gurgaon 

Job ID: 7739768 

Description: Aspirant must have progressive 
exp in internal audit and specializing in 
information systems auditing; exp with SAP, 
Oracle or PeopleSoft ERP, Unix ctc. 


WNS Global Services 

Finance Manager 

Location: Mumbai 

Job ID: 7811507 

Description: Tasks: Manage end to end non 
India entities accounting viz accounts payable, 
intercompany accounting, payroll, fixed assets 
and general ledger. 


Wipro BPO 

Accounts Executive 

Location: Hyderabad 

Job ID: 7802565 
Description: Incumbent 
knowledge in the areas of the securities space - 
Fixed Income/Cash Equities /Prime 
Brokerage / Credit Derivatives. 


must have 
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For the fastest, easiest and most 
economical way to get to the 
perfect resume, call us or email 
at sales@monsterindia.com. 
We'll get you 
the right candidate, 
no matter what. 
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MONEY-FINANCIAL PLANNING 


The Early Bird Guide to 


Planning 





We conclude our series on financial planning 
by telling you how life after hanging up your 


boots can be bliss or a bane. NARAYAN KRISHNAMURTHY 


HOW MUCH 
TO SAVE 


Starting to save earlier in 
life allows the power of 
compounding to snowball 
your retirement corpus. 





Starting Age: 25 


9.4% 


Figures are percentage of salary 

you need to save at a particular age 
to build a retirement corpus, which 
will provide you with an income 
equivalent to 70% of the salary after 
65 years; assuming 7% interest, 

5% annual salary increments and 
3% inflation 
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Starting Age: 35 


13.3% 


onventional images of the 
retired would have them 
pruning roses, playing 
golf, sipping tea or 
strolling by the seaside. 
But we might not be able to lead such 
a leisurely life after retirement unless 
we have planned wisely. “The most 
important part of retirement planning 
is knowing when you can retire and 
when you can't," says Kapil Mehta, 
CEO, DLF Pramerica Life Insurance. So, 


agr aMi 





Starting ine 73 
20.4% 


as the first step, you'll need to find out 
when you will have enough to live 
on without being compelled to return 
to income-generating activities when 
you are over 60. This will help you 
decide on an adequate retirement in- 
come and then you can work towards 
creating a corpus that can provide it. 

While calculating the ideal 
retirement income, consider when 
you wish to retire, how long the corpus 
should last and what kind of lifestyle 
you wish to sustain in retirement. 
Also, factor in rising prices, the rate of 
inflation and increased interest rates. 
A rule of thumb is to save 15 per cent 
of your pay for retirement regularly 
and over a long period of time. 
However, if you start later, you will 





Starting Age: 55 


39.69/o 


need to save a higher percentage of 
pay (see How Much to Save). Which 
is why someone like Anirban Bora 
should, ideally, not wait much longer. 
When asked about his retirement 
plans, the 28-year-old Kolkata-based 
engineer laughs it off. "You must be 
kidding. Who is thinking of retirement 
now? It is too far away," he says. 
This mindset is not exclusive to 
Bora. In fact, a recent Nielsen 
Consumer Confidence survey covering 
14,029 consumers in Europe, Asia 
and North America found that nearly 
six out of 10 Indians put their spare 
cash in savings, but a mere 4 per cent 
drop it in the retirement kitty. With in- 
creased life expectancies, thanks to 
advances in healthcare and improved 
lifestyles, this corpus has to last a far 
longer period than ever before. This is 
why experts reiterate the importance 
of planning early for retirement. 
Starting early lets you save more as 
you have a longer working life ahead 
of you. It also allows the power of com- 
pounding to work in your favour. "It's 


HVMXHVS NAWVY A8 SNOLLVULSOUTI 


a lifelong process, not something that 
you plan for when you are nearing 
it." says Rishi Nathany, Kolkata-based 
financial planner and Director, 
Touchstone Wealth Planners. 

The other advantage of starting 
early is that it gives you time to correct 
any flaws in your financial plan. "The 
advent of nuclear families, rising 
healthcare costs, and fluctuating 
interest rates and stock market returns 
can make some of the best-laid 
retirement plans go awry,” says Vishal 
Gupta, Director, Marketing. Aviva 
Life Insurance. 

No matter when you decide to 
start, make sure your corpus has two 
essential components: Liquidity and 
growth. Liquidity will give you regular 
income and cover contingencies and 
growth will ensure that your corpus 
takes care of future expenses and pro- 
tects your standard of living. "Unlike 
the working years, when you have a 
steady source of income, the retire- 
ment years will see you creating a mix 
of regular income streams to manage 
essential expenses through regular 
cash flows," says Rohit Sarin, Co- 
founder and Partner, Client Associates. 

You might also need lump-sum 
amounts to meet specific capital 


MAKING UP 
FOR LOST TIME 


Try these strategies to build 
a retirement corpus in a short 
span of time. 


Prepare to stretch 
your work life 


Think of a second career, pushing 
back your retirement age to at 
least 65 years. If you have 
started planning really late, 
consider working till you are 70. 


Plan for adequate cover 

and insure all risks 

Cover all risks, be it life, 

assets, health or business. Shop 
for high-value covers with the 
least possible premium since you 
can't afford large outflows. 


Prioritise your goals 

If you need to choose between 
your child's education and your 
nest egg, consider taking an 
education loan to bankroll his 
studies while retaining your 
retirement plan. 


more of a monthly budget. Late 
starters need to get a house as 


soon as possible. 


Create post-retirement 
income 

A job that gives you good 
retirement benefits takes care of 
half your problems. But also 
invest in equities for growth. It 
won't be a risk since you will 
probably postpone retirement. 
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requirements, say for home repairs 
or travelling abroad to visit your 
children. The most important aspect of 
a retirement plan is that it should last 
you a lifetime. Just putting together a 
large corpus is not enough. You will 
also need to factor in the returns you 
will earn on this corpus, the prevailing 
rate of inflation and how much you 
withdraw from the savings pool. 
Obviously, some of these factors can- 
not be quantified or controlled. But 
others can be managed well. Here's 
how you can do it: 
Own a Home: Any planner or ad- 
viser will tell you that for a retirement 
plan to work, you will need adequate 
medical insurance, as well as a home. 
Both provide security in old age. More 
importantly, a house could also be a 
potential source of income. Take 
Bangalore-based A.S. Mahadevan. 
The 52-year-old plans to retire in four 
years and decided to buy a house to 
augment his income stream. He lives 
with his parents and knows that he will 
always have a roof over his head. He 
took a home loan to buy a house, 
rented it out and uses the rental in- 
come to pay the monthly installments. 
R. Muralidharan, a 55-year-old, 
Delhi-based scientist, has followed a 
similar strategy. "Both my children 
are in the us pursuing higher studies 
and that takes care of their careers. I am 
soon going to move into a bigger home 
which will be sufficient for me to retire 
in with my parents," he says. To buy 
the bigger house, Muralidharan sold his 
small apartment and took a home loan 
to make up the shortfall. Some planners 
believe that it is risky to take a home 
loan at this age, but Muralidharan is 
convinced that his gamble will pay 
off. The bigger house is more in line 
with the lifestyle he wants after retire- 
ment, and the tax benefit he's getting 
on the home loan is icing on the cake. 
But what if you can't afford a 
house? Rathnesh Rao has reason to 
worry. "I had other commitments 
earlier in life and am yet to find a 
house that I can afford and retire in," 


148 BUSINESS TODAY February 7 2010 






Mista kes to Avoid 





B. SRINIVASAN is a financial planner 


financial planning goals-buying a house, child's 

education, child's marriage and retirement. 
Most often, retirement planning figures last in the list 
of priorities and this is the most common mistake. 
Here are some bloopers you should watch out for. 
Failing to start young: A surprisingly large number of 
people find excuses never to start retirement planning. 
No matter how daunting the debt or other spending 
priorities, you have to save for retirement on a regular 
basis, even if it'sonly a small amount. 
Failing to link portfolios: Most of us consider the 
investments made at work separate from our 
independent plans for retirement. However, only when 
you look at the plan as a unified whole will you be able 
to spot any shortfalls. 
Failing to anticipate changes: While you cannot antici- 
pate emergencies, there are a few big-ticket expenses 
you might be able to factor into your calculations for the 
retirement corpus. For instance, make allowances for 
expensive holidays or refurnishing your house, even if 
these plans are many years down the line. 
Failing to evaluate retirement options: We diligently look 
at the perks that come with a job, but rarely pay attention 
to the retirement options. Given that most current offer- 
ings are skewed in favour of debt, it helps to know this and 
balance it out with your own equity investments. Also, 
evaluate the insurance cover offered by your employer 
and check its validity when you retire. 
Failing to update plans: You might have made a will, 
listing out beneficiaries. Make sure you update your 
plan as and when required, say, when someone falls 
out of favour or predeceases you. 


F very middle-class Indian family has four major 
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MONEY SHARMA 


MONEY-FINANCIAL PLANNING 


says the 50-year-old Hyderabad 
resident. It's never too late to start, 
but you have to be aware of the hand- 
icap you'll start with. "In your 50s, 
you can't hope for stupendous growth, 
and if you have been risk-averse all 
these years, you are unlikely to be 
risk-friendly now," says Sarin, the 
Client Associates Partner. In such 
cases, you have to either rescale your 
financial goals, including compro- 
mising on the standard of living you 
plan to maintain, or look at a second 
career to try and build the nest egg. 
Insure Your Health: Health insur- 
ance is essential for your retirement. 
Like most aspects related to financial 
planning, it helps if you get this early 
on. That is, when insurance companies 
are willing to give you medical cover 
with few questions asked, and your 
premium payments are also manage- 
able. Leave it for later, and you might 
not be able to get adequate cover. 
Moreover, you'll have to shell out a 
fortune on premium. 

Investment Strategy: A standard 
retirement plan consists of two parts— 
wealth accumulation and withdrawal. 
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your provident fund contribution," 
advises Shah. A mix of equities, equity 
mutual funds and equity-linked 
insurance products that can serve the 
purpose of wealth creation will fit the 
retirement planning stage. 

All of this still leaves you with the 
element of surprise—the unexpected 
event that could demolish your care- 
fully constructed plan. This is why it's 
essential to create a flexible plan that 
can be reprioritised. For instance, if 
you save 25 per cent a month for 
retirement but have to bankroll an 
unforeseen expenditure, you can cut 
back the nest egg contribution to say 
5-10 per cent for a few months and 
then scale up at the first opportunity. 

Yet, there are several people who 
have spent far more than anticipated 
on their children's education or, per- 
haps, on an aged parent's healthcare. 
"Events such as these might force vou 


“The most important part of retirement planning 
is knowing when you can and cannot retire.” 


Kapil Mehta, CEO, DLF Pramerica Life Insurance 


In the accumulation phase, ensure 
that you have a good mix of financial 
assets, be it debt or equity, and real 
assets like property, gold, collectibles, 
etc. Those who are employed in com- 
panies that offer the provident fund 
facility, by default, have been saving for 
retirement. This is an assured return 
scheme and takes care of the debt 
component of your retirement plan- 
ning corpus. "In vour late 40s and 
50s, consider choosing investments 
in debt instruments to get an asset al- 
location that will have adequate cush- 
ion to manage equity volatility," says 
Zankhana Shah, Mumbai-based 
financial planner and Founder, Money 
Care, a financial planning firm. 
However, for wealth creation, one 
should consider equities as an option. 
"Once you have assessed your risk 
profile, you can invest heavily in 
equities and leave the debt portion to 


to draw from your retirement savings 
and look at growth investments late in 
life," says B. Srinivasan, a Bangalore- 
based financial planner. This is among 
the cardinal sins of financial planning 
(see Mistakes to Avoid). Financial plan- 
ners suggest that if you do not have a 
specific fund or plan for a goal, it's bet- 
ter to go slow on an existing plan than 
to wipe it out completely. "This way, 
you don't touch your corpus for each 
of your financial goals," he adds. 
Obviously, planning for retire- 
ment is more than just putting away 
a tiny sum in a pension plan. Start 
planning early, and plan smart. This 
is the only way you can save enough 
in your retirement fund to let vou 
prune the roses in your sunset years, 
without a care. 
Courtesy Money Today 
This concludes our 3-part 
series on financial planning. 
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Europe's biggest car award 
is now India's most coveted car award. 
Congratulations to all the winners. 
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The Golden Steering Wheel 


Auto Bild congratulates all the winners of the first Golden Steering Wheel Award. 
We also thank all our partners and sponsors for making the event a big success. 
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Special thanks to the Mighty Muscular Mahindra Scorpio 
for sponsoring the Aaj Tak Viewers’ Choice Contest. 
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Did China Create the Crisis? 


Giles Chance adds a new dimension to our understanding of 
the financial meltdown by highlighting the role of China 
in precipitating the credit crisis. RISHI JOSHI 


important in persuading Western monetary 
authorities, particularly in the us, that price 
inflation had disappeared and that monetary 
stimulus, including lower interest rates, was 
necessary to stimulate growth and absorb une- 
mployment. Most experts perceived it as a def- 
lationary demand trap, when in reality, it 


hina's role in the 
credit crisis 
clearly makes for 
a fascinating case study. 
It still remains a rela- 
tively unexplored 
terrain even after the 
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AUTHOR: Giles Chance 





fathom its full import. So, did China cause the 
credit crisis? No, says Chance, but argues that 
without China, the credit crisis would not 
have happened— "China's emergence was an 
event big enough to change the way the world 
worked. The effect was hugely beneficial, but 
came with the risk of upsetting the world 
economy. Unfortunately, neither the effect, 
nor the risk, were really understood." 
Chance does clearly establish the Chinese 
role in the credit crisis. In the process he goes 


China and the Credit Crisis examines the 
larger role that China will play in the recovery 
from the current credit crisis and in the post- 
crisis world. It tries to address the major questions 
which arise from the financial crisis and dis- 
cusses the landscape of the post-credit crisis 
world. It highlights the challenge of providing a 
growth impetus to a world deep in recession, 
which will necessarily entail us and China shar- 
ing global economic and political leadership. 

While Chance's book certainly makes an 


PUBLISHER: JohnWiley&Sons Various postmortems of was an outcome of a big supply shock from 
PAGES: 224 the financial meltdown. China. Says Chance: "The monetary stimulus 
PRICE Rs 900 In this book Giles was unnecessary and helped create the dis- The Design of Business 
Chance, a veteran China astrous real estate bubble at the heart of the By Roger Martin 
consultant and visiting Peking University crisis by making buying a house appear a Harvard Business Press 
professor, tries to unravel the credit crisis by much more attractive form of saving than a icai 
focussing on the Chinese angle. bank deposit, which carried virtually no i 
Chance deftly traces the genesis of the return." As the author suggests, if financial Hes sean mri a 
problem to China's induction into the wro in policymakers had better understood the nature for companies that 
2001, and its subsequent integration intothe and effects of China's rapid ascendance, more balances innovation 
A cos ' M" ; i s " pn with efficiency to 
global economy. It was an event of far reach- responsible and appropriate policies could reguiaity generate 
ing consequence and Chance makes the case have been put in place to mitigate—and breakthroughs and 
that policy- makers across the globe failed to possibly avoid—the crisis. create value. 





beyond the predictable and obvious explana- interesting read in the first four chapters, At The Helm- 

tions for the meltdown. Sure, then Fed Reserve where the author fleshes out his argument rere don reni for 

Chairman Alan Greenspan's policies and ina- on the China angle to the credit crisis, it loses Waters 

dequate regulation of the financial markets the plot somewhat in subsequent chapters by By Peter Isler 

were also responsible for the mess. But it was turning its attention to China's growing clout —— 

Chinese supply shock to the global economy, in the global community and proximity with ue 

which created the conditions for the crisis. A the us—much of this has already been well doc- — ú 

flood of cheap Chinese imports into Western umented in the international media. Yet, the professional sailor, 

economies, following China's induction into the book makes an important contribution to our tries to condense 
the secrets of 


WTO, put downward pressure on price levels 
from 2002 onwards. This price effect was 
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understanding of the recent turbulence in the 
global economy. 9 





success in grand- 
prix sailboat racing 
into a series of 
specific business 
lessons for 
managers and 
executives. 


SMART EXECUTIVE 


The Art of Self-evaluation 





.. begins with self- appraisal and goes much beyond the 


next promotion and pay hike. nitya varaparasan 


he heady New Year festivities 

are usually followed by som- 

bre self-assessment, both at 
the personal—wilfully—and pro- 
fessional—per force—levels. While 
most executives view performance 
appraisal as a necessary evil and 
approach it with scepticism, the exe- 
rcise, if handled effectively. can, 
indeed. produce great results. Here 
are some key points to consider. 

To start with, let self-evaluation 
remain just that. Avoid comparing 
vourself with peers. "You will never 
get a proper perspective of the group 
that a supervisor has. Peer com- 
parison, thus, is futile, as vou miss 
the chance of becoming self-aware,” 
says Bhaskar Das, Vice President 
(HR), Cognizant Technology Solutions. 





[ntrospect, instead, on where you 

feel vou ought to go, he suggests. 
Self-evaluation challenges you. It makes you self-aware 

ership of what you are and what you have done—and this reflects maturity. Maturity and 





vou willingly accept own- 


integrity ultimately pay. 

Stay objectively tuned to the company metrics of measuring achievement. Give imp- 
ortance to the whole rather than focussing on one aspect. Example: If, in a sales role, there 
are three heads—strategy, penetration and collection— 
review all three in equal measure. 


"YOU WILL NEVER i ne Los ud 

GET A PROPER Finally. the organisational mission and vision should 

PERSPECTIVE OF THE be completely aligned with your personal mission and 

GROUP THAT A SUPER- goals. Everyone should have a personal mission and vision 

VISOR HAS. PEER (goal in life) to be truly motivated, insists Shekar Arora, 

x HR Head at Ashok Leyland. 

COMPARISON, THUS, ae inset iet C 

BECOMES FUTILE” Self-evaluation has implications much beyond your 
current job, next pay hike or promotion. Constantly check 

vice President (HR) | the environment vou operate In. Sometimes, external act- 

Cognizant Technology Solutions ions could necessitate change of goals or even careers—and 


one must be alert to such opportunities. Mohandas 
Karamchand Gandhi, who started out as an advocate, changed his role midway and 
donned the role of a politician and freedom fighter. If he hadn't spotted the opportunity and 
continued as a lawyer, it is unlikely that he would have reached the pinnacle of greatness 
that he eventually did. Self-evaluation made him what he truly was. © 


Log on to www.businesstoday.in for Running Effective Meetings and Creating a Project Plan 
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@ Focus on yourself and 
avoid peer comparison. 


@ Have a personal 
mission and vision- 
self-evaluation can 
never be complete 

if you think only of 
organisational goals. 


e Atthe same time, 
stay tuned to the 
company's metrics 
of measurement. 


e Your boss is as 
anxious to see a positive 
outcome as you are, 

but exaggerated claims 
are seen as an act 

of immaturity. 


e Bring out your 
limitations and the plan 
to tackle them. It is à 
clear sign of integrity 
and actually pays. 


SUGGESTED READING 





ZEN 


Making a Livi: 


- 





ZEN AND THE ART OF 
MAKING A LIVING: A 
PRACTICAL GUIDE TO 
CREATIVE CAREER DESIGN 


By Laurence G. Boldt 


THE GOAL 
By Eliyahu M. Goldratt 


THE SEVEN HABITS OF 
HIGHLY EFFECTIVE PEOPLE 


By Stephen Covey 
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Registration Form 
India Today Woman Summit & Awards, 2010 


Please complete one form per participant. Registration will be confirmed on receipt of relevant fee. 

Tile (MEIMEI PESE NBIRMS Load con ROM RR RUBRI N BRA TUR ERRARE UR ERIS NRI PEDRRIDRIRUINMIQUNONINO M RU M EM dmm 
DEA ER T ———————————————— 
olor oU ANIA VEEE —— ————————Á———M—— ee eT 
DOREM LL veru tiM MER bc andi tra eniti dip itane IETS 
E AANEEN OONO UH PDA EN A MA OEE SE AEO DN CLAN MUNI QU NAM ENAIDENI UEM OB EIEEE 
PRONE OTT —————————"Y—""^"i)^"^"!" A^A"^--""""|—"  ! !(O.oee-iee!eeee———— 
MODO ascites cicada UBER FUÉ ARORAA HUE ERREUR ERES ARE 
E BID audi Ssh cc al thf BRI ANDREE MUR RE RUM a 

REGISTRATION FEE 






c^ 






*Early Bird Offer Valid till January 22, 2010 


oor POSEE eor mtt FEDES PROS CATING FOO menmen Total Registration Pes aanu 


PAYMENTS 


Payments for registration may be made in any one of the following ways: 


Credit Card: [] e2 a ISA, E CM 


CO NODE Senne EON EDN ECON SCOR TOR SOUT TT a MEM a a — URN 
IE RD ooipam vibe dinde i lap HS TM DE D E E E sania 
DU or N aa A aA AAAA NAA 


A/C payee cheque/DD: Made in favour of "Living Media India Ltd." to be sent to India Today Woman Summit Desk, 1-A, Hamilton 
House, Connaught Place, New Delhi-110001 


Or, please fax/mail this form to — Fax: (011) 23752148, E-mail: womansummit@intoday.com, Call Summit Desk at: 


Delhi: Priyanka Batthla (011) 43581279 / 43129111, Extn. 210; Mumbai: Vandana Umrotkar (022) 24983355, Extn. 362 
or to register online, Visit: www.indiatoday.in/womansummit 
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QUIZ 





Anupam from Delhi 
was the first to give us the 
correct answers to the quiz 
published in the issue dated 
December 1 3, 2009. So, 
as we promised, he wins 

a year's subscription to BT. 


E-mail us the right answers at 
btfeedback@intoday.com or log 
on to www.businesstoday.in 

to take the quiz online. Correct 
answers in the next issue of BT. 


ANSWERS to the quiz in the 

last ISSUE, dated JAN. 24, 2010. 
| b.Reva 

2 a. VISA 

3 b. Aditya Birla Scholarship 
4 b. Bulldog Bond 

5 a. Vermouth 

6 a. Bang & Oufsen 

T a. Amstel 

8 b. Milton Friedman 

9 a. Mexico 

10 a. The Consumer 


With this, we close our 
current 8T Quiz Series. Look 
forward to more excitement 
on these pages. 





Classic ad from Stark 
Communications. Who is 
the client? 
C] a Kerala Tourism 
C] b. Moods Condoms 
C] c Mahindra Resorts 

d. Goa Tourism 








This firm's heritage museum had 
a visitor in June 2008 who re- 
called that his father had bought 
one of its first XK120 sports cars 
in the late 1940s. The museum 
was able to take him for a spin in 
a similar car. Name the firm. 

.] & Rolls-Royce 

C] b. Jaguar 

L] e Chrysler 

CI d. Mercedes-Benz 








This is a rap star carrying 
product endorsement to its 
extremes. Who is this 
and what he is 
endorsing? 
C] & Kanye West & 
Fendi 
b. Jay Z & Fendi 
| € Jay Z & Reebok 
d. ice Cube & St. Ides malt liquor 









When asked when he planned to 
retire, he said: "| love my job; 

| love it so much that | tap dance 
to work... | personally am going 
to work 6-7 years after | 

die..." Who? 


C a JR.D.Tata 

C] b. Warren Buffett 

_) € Jack Welch 

C d. John D. Rockefeller 





Which website labels its movie 
reviews as "Certified Fresh"? 


.] a Movie Reviews (.com) 
C] b. Rotten Tomatoes 

[1 € Plugged In 

C d. IMDb 


a 








Which sportsperson lost 
endorsements deals with 
McDonald's, Ferrero, Nutella, 
Spalding and Coca-Cola after 
being accused of sexual assault? 

& Kobe Bryant 

b. Tiger Woods 

C. Mike Tyson 

| d 0.J. Simpson 


Which brand was launched in the 
US with great hype and hoopla 
when it arrived in limousines and 
armoured cars in Times Square, 
NY, cable cars in San Francisco, 
pink Cadillacs in Miami and by 
helicopters in Los Angeles? 
.| & Nike 

b. iMac 
| € Motorola RAZR 

d. Wonderbra 


The Singer Corporation was 
one of the first companies 
in the world to adopt which 
innovation into manufactur- 
ing, first used in Venetian 
shipyards and which was till 
then confined to arms- 
making? 

a. Interchangeable parts 

b. Machine tools 


c. Assembly line 
.] d Forgings 


This Austrian stationery giant was 
founded in 1887 by a certain 
Wilhelm, who contracted his last 
name to name it and its most 
famous brand. The company was 


the first carbon paper producer and 


distributor in Europe. Name it. 
a. Brother 
b. Kores 
c. Nukote 
d. Paro Printing 


A still from an ad called 
"The Sea". For what? 


a. Smirnoff 

b. Greenpeace 
c WWF 

d. Rolex 
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A KIA I M A LIINIISED A 
ANAND IIF TII IJRA 


The Tweeting Boss 


ANAND MAHINDRA is by far the most active ceo (and possibly the only promoter) 
of a large Indian conglomerate to participate on Twitter. Though his 15,000- 
odd followers pale into insignificance when compared to Shashi Tharoor's 
600,000, he tweets on virtually everything and not just his company. Some 
of his latest tweets discuss the impact of Avatar on film-making and his passion 
for running marathons. 


So, how did he get onto Twitter? Alastair Trueger, one of Mahindra's "global 


recruits” (every year, M&M recruits 5-10 students from the us), explained the 
service to him and told him the virtues of reaching out before setting up Twitter 
on Mahindra's iPhone. Mahindra admits, however, that answering each and 
every query that he gets is impossible. "There are hundreds everyday." says the 
man who is now hooked to the micro-blogging service. If one needed proof that 
India Inc. is waking up to social media, there is no better example. You can 
follow Anand Mahindra at http://twitter.com/anandmahindra. 
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A New Calling 


SANJAY KAPOOR, Deputy CEO 
of Bharti Airtel, is taking 
over the company's hot seat 
from April 1 as Manoj Kohli 
gets set to plot the company's 
global expansion. Kapoor 
will become Chief Executive 
Officer (India and South 
Asia) for India's largest 
telecom operator. While the 
man himself stayed mum on 
the leadership issue, he has 
his work cut out. As several 
new operators take to the 
field, the country is in the 
throes of an all-out price 

war and survival is not 
something that any operator 
can take for granted. While 
Bharti Airtel might have 
cash in the bank right now, 
their expected bid for 3G 
services and its roll-out 

will also be a challenge. 

To make matters more 
interesting, Kapoor will 

also have to handle Airtel's 
operations in Sri Lanka and 
Bangladesh. Not one to shy 
away from challenges, 
this is one that 
Airtel's new boss 
will surely relish. 








Movie on the Wall 


Have an empty white wall in your house? Instead of leaving it bare 
all the time, you should convert it into a movie-theatre. The new 
Epson EH-DM 3 projector can handle the latest high-definition 
formats (including 1080p Full-im and, thanks to its better contrast- 
ratio, has superb colour reproduction. But its real ace is that it 
integrates the pvp player and speakers into the projector's body so 
that setting the projector up every time is not a thankless task. The 
projector also has a usa slot that allows you to play digital files directly 
from a vsB drive. The device is not cheap at Rs 49,990, but if you 
want a true theatre experience at home, this is one of the best options. 


i; 
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Vancouver 


If you have always wanted to watch the Winter Olympics, here's your 


chance. Vancouver, one of the most livable places in the world, is 
hosting the games this February. It will be cold, no doubt, with tem- 
peratures dipping below freezing point, but when did that hold back a 
seasoned traveller? When you are not watching the skiers zigzag past 
you or enjoying an ice hockey game, there is plenty to see here. The 
Vancouver Maritime Museum is a must-visit as is the H.R. MacMillan 
Space Centre. Take the sky train for a bird's eye view of the city. And if 
you are a night bird, find yourself a hotel close to Granville Street, the 
famed entertainment district where the bars stay open till late. © 


CONTRIBUTED BY KUSHAN MITRA, DHIMAN CHATTOPADHYAY & 
E. KUMAR SHARMA 





AJIT RANGNEKAR 


ISB's Man Friday 


Confucius from the Heart. 

This is the title of the book 

AJIT RANGNEKAR, 62, is busy 
reading these days. There is, 
perhaps, a good reason why the 
new Dean of the Indian Schoo! 
of Business (ISB) prefers to 
bank on ancient wisdom. 
Rangnekar, who has formally 
taken over at the Hyderabad 
based B-school, first took 
charge as interim Dean in 
January 2009-at a time when 
the institution plunged into a 
crisis after his predecessor, 

M. Rammohan Rao, resigned 
following the Satyam scam. Rao 
was an Independent Director at 
Satyam. Rangnekar's formal 
appointment is good news for 
the school, considering he has 
been with ISB during its 

most crucial growth years as 
its Deputy Dean from March 
2003 to January 2009. 


For the man, the task is 
clear. “In five years, anybody 
who talks of developing 
countries will think of ISB as 
the first B-school to look at in 
terms of research or education 
The research we produce in 
the next few years will cement 
our status amongst academi 
cians, industry and students,’ 
says Rangnekar. 
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Shah Rukh Khan isn’t just 
India’s biggest film star, 
the King of Bollywood is also 


building a business empire. 
PG 46 








ical Authorized BMW Dealer or visit www.bmw.in. 
Delh: and NCR M 
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Sheer 
Driving Pleasi 





JOY LEAVES THE COMPETITION BEHINL 


JOY IS BMW. 
THE LEADING LUXURY CAR BRAND IN INDIA. 


BMW Enicdentoynamics e£ 


ess emissions. More driving pleasure. 


boeing.co.in 


ENDLESS SORSIBT es 


ENS 


rs whe 

` With Boeing as a trusted partner, the flight to” ` 
success for India’s aerospace industry promises da 
to be a short one. We're committed to expanding 
the manufacturing and engineering base through 
key partnerships. Backing them up with industry 
best practices such as program management and 
aerospace and lean manufacturing processes. 
Propelling the Indian aerospace industry to the 
global stage, the possibilities of how high this 
partnership will soar are, indeed, endless. 
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Bangalore: The Collection, UB City Mall, 40965; 
Mumbai: Grand Hyatt Plaza, 50602001 e Chennai: ITC Park Sheraton & Towers 4211 
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From the Editor 


hether you are doing your work, run- 

ning a business or simply living your 

life, do not think about reducing your 
expenses. Instead, think of ways to increase your 
income. Three years ago Shah Rukh Khan told 
us this simple-yet-profound approach to manag- 
ing his personal finance. This was actually his 
mother's philosophy. "She told me. "The time 
and energy you spend on trying to plug holes, if 
it's spent on constructively thinking of ways to 
increase your income, it will bear better results. 
It's also a more positive way of working.'" he had then recalled. When pr 
spoke to Bollywood's biggest star over two sessions recently —this time 
to understand the scope and rationale for his businesses—his philosophy 
sounded equally disarming. “Bijli paani ka kharcha nikal jaaye” (if I am 
able to pay the bills and salaries I am happy) is his stated approach to the 
bottom line. But the bottom line (profit) isn't the raison d'etre for his 
businesses. If a business is not serving the core purpose of its existence, 
it is not worth having, however profitable it may be, Shah Rukh told us. 
The case in point is KKR, iPL's most profitable yet one of the worst- 
performing teams. So, the soul of a business isn't profit, but a larger 
purpose (see cover story pages 46-62 ). 

Right now, the principles of skk's business are more spectacular than 
its perlormance—which isn't too bad considering what other filmstars 
have been able to achieve as businessmen. But if he is able to scale u p his 
five businesses without compromising on the values he professes, that will 
ensure that King Khan's kingdom won't be lost when he ceases to be a 
star. Better still, he will be 
able to not only conquer 
Bollywood (which he once 
resolved to) but also live 
| up to the true spirit of 
"Be A l India's commercial 
capital. Mumbai. 

The soul of business re- 





Revenue Machine 
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cently got a severe tongue 
lashing from vs President 
Barack Obama. Some of it 
was because of executive 
compensation. We delve deep into this issue (pages 1 38-148). On page 

1 20, the Chairman of 3M—the company that exemplified innovation well 
before it became a fashionable buzzword—explains how he keeps the spirit 
of innovation alive and why he is so bullish on India. Making of an Indian 
MNC (page 82) is an interesting saga of a quaint Indian firm going global— 
successfully. What SRK is to the film business, iPL. is to the sports industry. 
If you doubt that, then head straight to page 66. Finally, it's that time of 
the year when everyone is scrambling for tax-saving investment options. 
Turn to page 162 for some help. 
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Qualified Institutions Placement (QIP) 


US$ 225 million 


(Rs. 1,033.87 crores) 
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= Issue of 3.84 crore shares at Rs. 269.50 per share aggregating Rs. 1033.87 crores 
= Increases Total Capital Adequacy to over 20% & Tier | Capital Adequacy over | 3% 
= Total Capital Funds at Rs. 5,070 ie icine at Rs. 3,000 crores 
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Keeping Employees Happy 


The Best Companies to Work For (Br cover, Feb. 7) offers the 


perfect playbook to keep employees engaged and committed. 
At a time when most young professionals betray an attitude 
of being passengers in a transit on a voyage of upward 
mobility, companies are eager to retain talent and promote 
corporate fidelity among the ranks. 


Great Places to Work 
The Best Companies to Work For 
exhibit a profound similarity in their 
corporate ambition. These compa- 
nies look beyond the bottom line and 
strive to strike the right balance 
between their business goals and 
developing human capital. Although 
people and processes combine to give 
reasonable business results in many 
firms, only select workplaces show a 
high synergy between personal 
missions, work challenges and 
organisational achievements. 
Rajneesh Thakur, Delhi 


Results and Rewards 
Companies that pay best have 
become the new churches today 
because when it comes to money 
employees everywhere follow the 
same religion. For all the talk of com- 
panies like Google that believe in 
motivating employees by allowing 
them to draw on their deep inner 
wells of diligence, a majority of com- 
panies still excel at using carrots and 
sticks and individual incentives to 
drive performance. 

Prerna Rai, Chennai 


Infosys Ranking 

Your rankings for The Best Companies 
to Work For are pretty intriguing, par- 
ticularly with Infosys ranked ahead of 
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Google and Microsoft. Has the question 
been asked of developers at Google 
and Microsoft if they would be willing 
to move to Infosys as developers and 
vice versa? You say Infosvs elicits little 
interest from India's top technology 
institutions and tech workers don't 
rank it as the top choice in the indus- 
try. Even then Infosys gets a perfect 
score in your rankings. Either the 
ranking methodology is broken or the 
work standards are strikingly low 
among Infosys' competitors. 

Balaji Viswanathan 


Our reply: With regard to "Has the 
question been asked of developers at 
Google and Microsoft if they would 
be willing to move to Infosys and vice 
versa:", the anwser is No. Developers 
per se are not the focus of the survey. 





FOR SUBSCRIPTION ASSISTANCE WRITE TO: 
Customer Care, India Today Group, A-61, Sector-57, 
Noida (U.P.) — 201 301 


The survey covers all functional areas 
and it does not ask questions directly 
related to a specific company. 

The reason for Infosys' top rank- 
ing in spite of it not being the top 
choice among tech workers is that 
the views in our survey are of 8,750 
respondents, of whom about 20 per 
cent are from the software sector. 
The rest of the respondents are not 
from the software sector and they 
consider companies like Infosys to 
be great places to work in. 

On whether our ranking 
methodology is broken or the work 
standards are strikingly low among 
Infosys’ competitors, please note 
that the rankings do not attempt 
to give a "perfect score". The rank- 
ing index is a relative scale wherein 
the top ranked company gets an 
index score of 100 and the points for 
other companies are indexed to the 
top company's points. The differ- 
ence in index scores is an indica- 
tor of the difference in perception 
about companies. The survey only 
does a relative ranking of different 
companies. The methodolgy of the 
survey is on page 74 of The Best 
Companies to Work For issue. 


We have discontinued publishing BiQ. 
The answers to BIQ Feb-7 issue are: 

1. a; 2. b; 3. a; 4. b; 5. b; 6. a; 7. d; 8. a; 
9. b: 10.a 


Pandurang Bugadikatti from Bangalore 
was the first to give us the correct answers to 
the quiz published in the issue dated Jan. 24. 


BT Scrapbook 

> React to articles in BT 
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> Share your experience as consumer or SME 
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On scrapbook at www.businesstoday.in 
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Trident, Bandra Kurla, 
North Mumbai's 


most contemporary hotel. 


Now open. 
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At Trident, you're sure. 


C-56, G Block, Bandra Kurla Complex, Mumbai-400 098. Call us at 022 6672 7777, email us at reservations@tridenthotels.com 
or visit us online at www.tridenthotels.com 
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In conversations ipe over pale days, a chilled out 
SRK tells pr about the lessons he has learnt in his 
journey towards becoming India's most successful 
"actorpreneur" till date. 


COVER BY KAPIL: PHOTOGRAPH BY BANDEEP SINGH 


FEATURES 


66 Revenue Machine 

The irt. has taken a big leap forward in 
2010 and the business is set to grow 
manifold in the next edition in 201 1. 


88 Power Struggle at PwC 
PricewaterhouseCoopers faces its 
toughest test in its 1 38 years in India. 
Here's how it is at the inner circle of 
the country's top audit firm. 


98 The Mother of all Stimulus 
Disinvestment is back as a big-ticket 
reform. And, it's the only reform 
that can stimulate demand without 
straining the fiscal deficit. 


78 Beyond Music and TV 

MTV converts its "viewers" into 
"users" by transforming its program- 

ming and, hence, its business model. 
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SAVE YOURSELF. 


|. Get Credit Risk Insurance 2 
for your Exports. 








In today's global environment, what happens to your buyers, happens to you. Exporters today are 
walking on a business minefield where financial giants are going bust, banks are collapsing, massive 
companies are evaporating and even countries are falling severely sick. 


Get Credit Risk Insurance from ECGC and take advantage of the situation. 
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You focus on exports. We cover the risks. 
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30 Radio Roadies 
A whole new industry of radio taxis 
has been born. And in 2010, you'll be 
seeing a lot more of them on the road. 
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+ Young Mentors@Nokia 
The telecom giant's brass learns 
lessons through “reverse mentoring”. 
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. Choose the Right 
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The various tax-saving instruments 
can fulfil all your financial objectives. 
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7 Map Me This 
Google and Nokia have made free 
turn-by-turn navigation applications 
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Not Very Clever? 
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manage their most gifted and 
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Gareth Jones' book falls short. 
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There's more to a defence partnership than jus! 
importing hardware. BAE Systems is committed 
to developing a long-term business in India to 
help build on the nation's defence and security 
capabilities. Achieving this in India will require 
skilled employees, design and development 
capabilities, manufacturing facilities, and a 
domestic supply chain. This will play a crucial 
role in reducing defence imports ang maximising 
the technical, economic and strategic benefits 
of a strong defence industry. All of which adds 
up to a real advantage for Indian security 
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m^! ES India's Best Employers 
Ee) Our 9th “Best Companies to Work For” study identifies the top 25 companies 


to work for and helps us understand how these firms are turning their work- 
places into a source of competitive strength by creating an environment 
where engaged and motivated employees contribute to a company’s success. 





ANNUAL LISTINGS THE SECOND WAVE OF REALTY IPOs 

Business Today's An array of realty firms have either hit the market or are planning 
much-awaited annual to walk down Dalal Street to raise money from the public. Read 
specials are a collector's on to find out what do these property pashas plan to do with the 


delight. To access 
these, log on to 
WWw.businesstoday.in 
and go to archives. 


money they collect and into what kind of projects will they pump 
that money. 


CASE STUDIES 
Read cases of real corporate successes and failures analysed 
in detail and lessons drawn. Plus, commentaries from experts. 


Cases available online include Subhiksha, Nirulas, TI Cycles, 
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Who Should CONSUME, Who Should Invest 


The West wants Asia to consume more. That, however, may not be the best 
strategy for a growth-seeking region, argues HDFC Bank MD Aditya Puri. 


nce upon a time (not too long 

ago) we had a world clearly di- 

vided between the haves and the 
have-nots. The so-called developed 
economies, buoyed by a period of un- 
precedented growth, were busy lec- 
turing the rest on everything from 
politics and financial systems to human 
rights and climate change. Little did we 
all realise that there was a price to be 
paid for this decade of prosperity. 
Economic growth was good so gov- 
ernments did not need to raise taxes, 


deficits were funded, consumers were 
happy with increasing wealth and 
low inflation, companies and banks 
had a record year and so on. 

The orgy had to end and so it 
did. The unwinding of excesses will 
extract a toll from asset-dependent, 
financially-propelled, bubble-prone 
economies. The assistance from 
aggressive monetary policy coupled 
with the rebalancing of the global 
economy will not result in a quick-fix 
of the problems. 


Economic policy debate seems to 
blame the current account surpluses 
in Asia as a major cause of the finan- 
cial crisis. The argument: The global 
imbalance of overconsumption in 
the us and underconsumption in Asia 
(mainly China) resulted in excess 
leverage, asset bubbles and deficit in 
the West. So, the simple solution 
would be to reduce consumption in 
the us and increase consumption in 
Asia. But as Dr Yuwa Hedrick-Wong, 
Economic Advisor at MasterCard, 
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(NEW WORDS IN BUSINESS) 


Clawback 


SPOTTER REE ERE EERE RRR REE AR. nw 


What It Means: If 
you're a banker, it's just as 
intimidating as it sounds. Even 
if you've earned and received a 
bonus, with a clawback, your 
firm can take that reward back 
based on poor performance 
later on. 


Origin: Clawback first 
appeared in print around 1953 
in Great Britain. It was picked 
up by investment bankers and 
venture capitalists in North 
America, but was rarely used in 
general parlance until the 
recent global economic crisis. 


Current Usage: It's 
now seen with some frequency 
in reference to the retraction 
of large management bonuses. 
Recently, the word was used in 
a 6-20 leader's statement, 
recommending new controls 
on banker pay. 
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rightly points out, the Asian economies 
would be better served through increased 
investment to achieve a higher growth 
rate. Also, the theory of undercon- 
sumption applies mainly to China. 
Private household consumption in the us 
accounted for 70 per cent-plus of cpp 
and it was only 37 per cent in China. For 
the rest of Asia, private consumption 
accounts for 55-60 per cent of Gop. Even 
if we did believe increasing consump- 
tion in the East and decreasing con- 
sumption in the West was the answer to 
global problems, we would need to decide 
what we think is the right level of con- 
sumption in the West and the East. 
Would this be a balanced current acco- 
unt for all countries? A country's current 
account surplus is equal to its domestic 
saving minus its do- 
mestic investment, or 
national income minus 
the sum of private in- 
vestiment consumption 
and government ex- 
penditure. A continu- 
ing current account 
deficit means a coun- 
try is living beyond its 
means (like the us) and 
a current account sur- 
plus means a country is 
living below its means 
(China). So, the issue 
is whether we should have a balanced 
current account as our main objective or 
growth, and in the process override the 
welfare of the people. 

Developing countries need to aim 
for higher real growth, which would re- 
quire more investment rather than con- 
sumption. Investment would mean build- 
ing factories and improving infrastruc- 
ture as also healthcare and education. 
There is a clear link between capital 
stock per capita and efficiency and 
growth of the economy. A key charac- 
Leristic of developed countries as com- 
pared to developing countries is the 
higher capital stock per capita. Workers 
in developed countries are better 
equipped in terms of technology. equip- 
ment, capital and infrastructure to be 
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more efficient, competitive and enjoy 
better living conditions. 

Therefore, strategically, developing 
countries must achieve higher growth 
through higher investment. In the ab- 
sence of developed capital markets, this 
would be funded through savings. 

It's natural that at the margin devel- 
oping countries will get a higher growth 
through investment than developed coun- 
tries. Consumption as a major lever of 
growth would only kick in at a much 
higher per capita income in the country. 
For developed countries, given their high 
capital stock per capita and high per 
capita income, an increase in demand 
through higher consumption would raise 
capital productivity (provided the economy 
is not running at full capacity ). 


More Investment Translates into Higher Growth 
etmerging Market @ Developed Market 
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Gross Fixed Capital Formation as percentage of GDP (2003-2007 Average) 
Source: CEIC 


The simple solution of reducing con- 
sumption in the West and increasing 
consumption in the East is too simplistic. 
Developing countries would prefer to 
grow through increasing investment 
and developed countries through in- 
creasing consumption. Any rebalanc- 
ing of the globe will need to be sensitive 
to diverse needs of countries coupled 
with genuine problems of countries that 
need fixing. The financial crisis leading to 
a global slowdown is creating compelling 
economic reasons for the two leading 
players (China and the us) to take ur- 
gent action. We are likely to see the de- 
coupling of world economies sooner 
than later—those with 1-3 per cent cpp 
rate and those with 7-9 per cent. 
Shabash India! 


FOCUS 


What Worked 
in Cost Cutting 


The cost cuts effected in the face of economic meltdown have led 
to a complete overhaul of cost structures in several companies. 





he whiplash of the economic CUTS 

downturn made cost cutting EVERYWHERE 
absolutely imperative for companies 
across the globe. Cost reduction was 
a natural coroliary to lower 
demand for products and services. 
However, a McKinsey survey of 
executives across a range of indus- 













tries and regions reveals that 
companies have also made 
important strategic moves in 
cost reduction to wrest a 
long-term advantage over 
competition. 

A large proportion of respondents A McKinsey survey of 
asserted that company-wide improvement global executives 
programmes aimed at pruning costs—such as Lean Six Sigma—would give a 
fillip to performance. This seems to indicate that many companies have an in- 
terest in making long-term, transformative changes to their cost structures. 
For example, about half of the respondents said their organisations plan to 
lower non-labour costs through the use of strategic sourcing or procurement ef- 
fectiveness initiatives. Then, a significant proportion (20 per cent) of executives 
report that their organisations will reduce frontline labour costs by using lean- 
operating principles. 

Clearly, for strategic sourcing and lean to work, concomitant cultural 
changes and long-term organisational commitment are required. Not 
surprisingly then, 57 per cent of all executives say their companies will focus 
on organisational effectiveness, including talent and capability building, as 
an operational priority in the coming months. Indeed, 21 per cent of 
respondents have “frontline talent and culture” as the single area where 
improvement will fundamentally lower their companies cost structures. : dx 

Interestingly, executives who describe their companies' past approach to By 2015, the crisis will keep 
cost cutting as both targeted and sustainable were far more likely to focus on 46 million poor 
organisational effectiveness than others—perhaps an indication that they 
may be in a position to further extend their cost advantages. 





® Reduce variable costs in line with lower demand 
for products/services. 


€ Company-wide programmes to increase 
performance (Lean Six Sigma). 





9$ Free up cash/reduce need for short-term 
external financing. 





® Organisation restructuring (globalisation or product-based organisation). 


® New organisational leadership (new business or functional leader). 


February 21 2010 BUSINESS TODAY 15 





Move Over to 46? 


It's the latest twist in the sordid saga of 3G (third 
generation phone service) auctions. Law Minister 
Veerappa Moily has now queered the pitch by assert- 
ing that the Department of Telecommunications 
could not sell something it did not own. Moily's point 
is that the 2.1 Gigahertz spectrum band required to 
offer 3G services is currently occupied by the Ministry 
of Defence (MoD). This means that any auction will 
not take place before July-August 2010. 

The 3G deadlock in India continues even as the 
world is now already gearing up to move to the 
next-generation network—4G. 


FLIP-FLOPS ON 3G BY THE UPA 


September 2006: Telecom Minister Dayanidhi 
Maran promises to have 3G mobile 
services operating by the end of 2007. 





May 2007: Andimuthu Raja takes over from Maran and 
trashes his predecessor's work on 36. 


September 2008: MTNL and BSNL are allotted 3G 
spectrum. Private operators made to wait. 


January 2009: The Union Cabinet decides to 
Stall 3G auction till after the general election. 


July 2005: DoT sets 3G auction process into motion = 
and in September announces it will take place on December 7. 


October 2009: December auction pushed back to February 
2010, while the MoD continues to refuse to vacate 3G airwaves. 


January 2010: Law Minister Veerappa Moily puts the final 
spanner in the works. 


Postscript: This begs the question- 
should India move directly to 4G 
wireless broadband technology? 
Kunal Bajaj, Managing Director, BDA 
Connect, a telecom consultancy, 
thinks that it is still too premature, 
but adds: "If things get delayed till 
2011, then it could be an option." 


KUSHAN MITRA 











Global Trade Rebounds 


\ 


lobal demand, the most significant economic 

indicator, was the first casualty of the economic 
downturn that had spread out of the us to the world in 
September 2008. The financial meltdown that fol- 
lowed numbed consumers and starved them of credit. 
But in the last quarter of 2009, there have been the 
first signs of a revival of demand. 

Global exports finally bounced back in the October 
to December period—well after several other eco- 
nomic indicators had recovered. Indian exports, 
which, too, had been contracting since October 2008, 
have rebounded starting November 2009. Is this con- 
vergence between the global and Indian trade fortu- 
itous or a definitive sign of the return of the global 


consumer? The robust 
trends certainly are 
encouraging. 

India’s exports ended 
their 1 2-month long 
contraction in November 
2009, growing a healthy 
18.2 per cent over 
November 2008. 
Merchandise trade 
volumes of the Group of 
Seven (G7) countries grew 
5.5 per cent in October- 
December 2009 for the 
first time since they started 
shrinking in the July- 
September quarter of 
2008. The decisive return 
to business of the global 
consumer should help 
sustain the incipient global 
economic recovery. 

PUJA MEHRA 
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Exports rev up in OECD... 
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Graph shows % change in OECD countries’ 
exports on the previous quarter 
Source: OECD international trade statistics 
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Why should out-of-reach be out-of-control? 


A philosophy that developed the country's largest high-accuracy flow meters. 


Since it was just not possible to manually monitor water distribution Today, Forbes Marshall is a leader in process efficiency and energy 
networks in inaccessible regions, large quantities conservation through technology tie-ups and focused investments 
of water were being wasted in manufacturing and research. Joint ventures with the world’ 


leading names enable Forbes Marshall to deliver a range of product: 
Forbes Marshall developed a system of remotely monitoring water 


by engineering highly accurate and traceable flow meters. At the 
heart of the system is a web based thin client that enables engineers 


and services that cover the entire spectrum of energy generation, 
energy efficiency, process automation and energy conservatior 


to monitor activities in the distribution network from a central To find out what we can do for you, please email us at 
location - avoiding the need to travel to difficult-to-reach areas why@forbesmarshall.com 
Energy Conservation | Environment | Process Efficiency www. forbesmarshall.com 
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FOCUS 


PATENTS RUSH 


Avesthagen, an Indian life 
science company, granted patent 
for its packaging for its Good 
Earth range of health foods. 


Tetra Laval, a Swedish MNC, 
was granted an Indian patent 
for its packaging machines. 


Bilcare Ltd., an Indian 
innovation-led solutions 
provider, has been granted 
an Indian patent for its 
metallised packaging films. 


SNARL BUSTER IN 
BANGALORE 


The Electronics City Elevated 
Expressway in Bangalore has been 
opened to public. It will ease traf- 
fic on the busy Hosur Road leading 
to Electronics City, a 332-acre hub 
accounting for 20 per cent of 
India's software exports and home 
to top tech names such as Infosys. 


KEY METRICS 
Length: 9.3 km 

Managed By: Bangalore Elevated 
Tollways Limited 
lime taken for completion: 41 months 
Project cost: Rs 765 crore 
Iratfic Expect 1.25 lakh passenger 
car units per day 


loll fixed: Rs 30 for cars one way; 


Rs 45 for multiple journey 
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Packaging, 


the Fifth P of Marketing 


poen is the latest area that 
is seeing a raft of patent regis- 
trations by corporate India. As 
shelf spaces get crowded, compa- 
nies are rushing in with innovative 
and clutter-busting packaging so- 
lutions across industries. And in- 
creasingly, companies are now fil- 
ing patent applications to protect 
innovations around materials, 
package construction and features, 
technology and equipment. 
Consider this: Recently, life sci- 
ence company Avesthagen was 
granted registration for its trape- 
zoidal design by the Indian Patents 
Office for its Good Earth range of 
health foods. The trapezoid-shaped 
boxes, the company feels, created a 
distinct identity for its range of 
breakfast cereals. And companies 
across industry segments, led by a 
bevy of MNcs, are aggressively filing 


patents for registering their designs 


in India, including bluechips such 
as Procter & Gamble, Cadbury, 
Colgate-Palmolive, Hindustan 
Unilever, Reckitt Benckiser, Marico 
and Essel Packaging, among a host 
of others. Says Rahul Chaudhary, 
Partner at law firm Lall Lahiri & 
Salhotra: "Globally, packaging 
patents are on the rise. MNcs are first 
off the block in India as well." 
Packaging, it seems, - 
has joined product, 
price, place and 
promotion as the 
fifth cornerstone of 
marketing. ~ 
SHAMNI PANDI 


The much-awaited Electronics City Expressway 
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Enterprise Learning Maximizer Solutions from Business Octane 


| : | "E | Surf the wave of growth! 
Business Octane introduces Enterprise Learning Maximizer Solutions. 


Do away with current problems like low trainee retention, shortage e Trainees take home much more 
of good trainers, reduced self learning capability and long time-frames 
to achieve training penetration goals for the enterprise, which hamper 
your organization's growth and competitive edge. 


* Learning on demand 
+ Telepresence distance learning 


' - | : e Best trainer trains everyone 
With Business Octane's Enterprise Learning Maximizer Solutions, ii 


your trainees get trained much faster, with much higher retention, * Zero travelling for training 
delivering much better results. Your enterprise benefits from a shorter e Get accurate feedback 
learning curve and savings in travelling costs, making a positive 

difference to your bottom line and top line. 


Seeing is Believing! 


Call Shikha Saxena at 1800 180 1818 [Toll Free)/ +91-124-39884088 
or email info@businessoctane.com to request a demo or ask our 


M^ Consultant to aet in tourh with vow Visit Mau businessortar Li 
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FOCUS 


One-man Industry 


s Avatar keeps smashing one box-office record after another, its 
A writer-director James Cameron has become an industry in himself- 

at least in the size of his financial achievements. The movie's 
worldwide collections in six weeks ($1.85 billion, or about Rs 8,500 
crore) have been as much as the annual turnover of India's oldest cement 
company ACC or twice the annual sales of the largest listed real estate 
company DLF. It has already returned close to 10 times on its investment 
of about $200 million and promises to take a substantial lead over the sec- 
ond-highest worldwide grosser of all times- Titanic (also written and 
directed by him). Between these two movies, Cameron has generated close 
to Rs 18,000 crore in revenues-a feat that will be the envy of some of the 
most celebrated CEOs. 


WORLDWIDE TOP 10 GROSSERS 


Hollywood 


These 10 movies have so far earned $11.6 billion. 
The Lord of The Pirates 


The 
TE The Return — ofthe Dark 
of the king (2003) Caribbean (2003) Knight (2006) 








Avatar (2009) Titanic (1997) 





MOVIE YEAR OF RELEASE 

Gone With the Wind 1939 $1859*m $1843m $1119m $ 1,066 m S$ 1,002 m 

Star Wars : 1977 Harry Potter Pirates of the Harry Potter and Harry Potter and. The Lord of the 

The Sound of Music 1965 and the Sorcerer's Caribbean: At the Order of the the Half-Blood Rings: The Two 

E.T.: The Extra-Terrestrial 1982 Stone (2000 . World'sEnd(2007) Phoenix (2007) Prince (2009) lowers (2002) 

The Ten Commandments 1956 $ 975m $ 961m $ 938 m $ 934 m $ 925 m 

Titanic 1997 *In six weeks 

Jaws 1975 

Doctor Zhivago 1965 

The Exorcist 1973 Bol 

Snow White and the Seven Dwarfs 1937 3 Idiots has already earned as much as the movies ranked 6th to 10th collectively did. 

BOLLYWOOD 

MOVIE YEAR OF RELEASE 

Sholay 1975 

Mughal-e-Azam 1960 

Mother India 1957 

Hum Aapke Hain Kaun...! 1994 

Dilwale Dulhania Le Jayenge 1995 

catar: i Trem Ka a 3idiots (2009) Ghajini (2008) Dhoom2 (2006) 
* 

Dhoom 2 2006 Rs 315* cr Rs 260 cr Rs 78 cr 

Om Shanti Om 2007 Lage Raho Munna Gadar: Ek Prem Singh Is 

Bobby 1973 Krrish — (2006) Bhai (2006) Welcome (2007) Katha (2001) Kinng (2008) 

Inflation-adjusted estimates are country-specific Rs 83 cr Rs 72 cr Rs Tl cr Rs 7O cr Rs 68 cr 

and not worldwide earnings *in three weeks Source: Entertainment websites and trade journals 
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In the formal corridors of power, appreciation should never 
become a mere formality. That's WORKSTYLE. 


Caught in the routine of corporate activity are two words, 'thank you'. For those who know it's important to send across a more 
meaningful 'thank you', a finely crafted Sheaffer is an impeccable choice. A refined blend of bold design and craftsmanship, 
a Sheaffer is more than just two empty words. It's worxstyte 





SHEAFFER 


View the entire Sheaffer collection at the follows ing retail locations 

Mumbai: Grand Galleria, High Street Phoenix, Lower Parel Ph: 022 4004 1251 | Inorbit Mall, Malad Ph: 022 28785818 | Inorbit Mall, Vashi Ph: 022 40131498 

Bangalore: The Forum, Hosur Road Ph: 080 32721999 | Garuda Mall, Magrath Road Ph: 080 41127993 | 145, 1st Cross, 5th Block, Koramangala 

WII | | à M PE N N Ph: 080 25537803 | Opening s ;oon at Mantri Mall Van Swar arr bii ap mms Domestic Departures, Rajiv Gandhi International Airport F Ph: 040 66603969 

- í X4 i Delhi: Select CITYWALK, Saket Ph )11 2658384 rminal 1D, Indira Gandhi Intemational Airport Ph: Ol 4608287 | 

The Woro Pen St ORE Chennai: Opening soon at Express Avenue Mal Mo unt Road l» Ror ra a call ome 41104848 | Delhi: 26341187 | Mumbai: 40169595 

T = . Hyderabad: 9963426632 | Kolkata: 9830627408 e heo Online www wiliampennnet | info@wiliampennnet e For more information, call 9845987272 

Also available a! select Shonners Stan and Lifestle o itie 








FOCUS-BT POLL 





4.3% Can't Say 


Should Interest 
Rates Be Revised 
to Bring Down 
mee Inflation? 


Results of BT Online poll: No. of respondents: 323 





{ No. Inthe current com- 


| 


text, inflationary expec- 
tations cannot be an- 
chored by raising interest 
rates. With the arrival of 
rabi crops, inflationary 
expectations emanating 
from the food economy 
would start receding. 
rates at the long end are 
already quite high and 
any further firming up of 
these will have a negative 
impact on investment. 
Siddhartha Roy, 





Economic Advisor, 
Tata Group 
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Yes. There is a need for 
monetary policy response 
to control inflation. The 
purpose of bringing down 
interest rates was to en- 
sure liquidity. Today, the | 
system has ample liquidity | 
and a hike in interest rates 
will not impact economic 
growth. Also, inflation is 
now no longer restricted 
to food and fuel. It’s 


spreading to the core 
sector as well. 


Ashima Goyal, | 
Professor (Economics), | 
Indira Gandhi Institute of 
Development Research | 
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Next poll question: Should government ban owning of 
mars then tae cars per family? 
Log on to www.businesstoday.in to cast your vote 


COMPILED BY MANU KAUSHIK 
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UVNUVS NAWVY 


Decoding 
Currency Futures 


here has been a spurt in trading volumes on currency futures 

contracts on the National Stock Exchange (NsE) and Multi 
Commodity Exchange (MCX-SX). sei has acknowledged that the 
exchange-traded currency futures market is more efficient than 
the over-the-counter (orc) interbank forex market. Here's a 
primer on the new product for the uninitiated: 


What it iS: unlike the spot market, a currency futures market 
works on a forward contract between two parties, which involves 
an agreement to buy or sell a specified quantity of an underlying 
currency at a specified future rate and on a specified date. 


Why it’s needed: the foreign exchange exposure of Indian 
companies is rising, which poses a risk in the balance sheet if not 

hedged properly. There was clearly an urgent need for an instru- 

ment to hedge the foreign currency risk. 


Who can participate: The online trading platform is 
open to all types of participants like speculators, investors or 
genuine hedgers like exporters and importers. In fact, it’s a 
new asset class for investors. 


How to trade: rhe nse and mcx-sx offer online platforms. 
They started off in October 2008 after the nbi gave its go- 

ahead. The currency futures contracts range from a 

minimum of one month to a 

maximum of 12 months. : 

Spurt in Currency 
Futures Trading 


198,497 


How it works: If you are an 
importer and have some payment 
to make in the next six months to, 
say, a US supplier in dollars, you 
can hedge your foreign exchange 
exposure today. The importer can 
just buy a futures contract on the 
NSE Or MCX-SX trading platform. 


What's next: ui has recently 
expanded the currency futures 
trading basket from only us 
dollar-rupee to other currencies 
like euro-rupee, pound sterling- 





rupee and yen-rupee. Watch Dec. '09 
out for more. Figures in Rs crore 
ANAND ADHIKARI Source: Stock Exchanges 






50 years of 


Sustainable Growth 
in India 
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An ethos of commitment, determination and the will to achieve has seen Atlas Copco 
script a 50 year success story of sustained growth and performance in India. 

No wonder today, the company has risen to the status of leading provider of industrial 
productivity solutions globally. Atlas Copco's 50 years in India have been an exciting 
journey of growth and enterprise, and the company looks forward to many more years 
of partnering the Indian industry to glory and prosperity. 


Committed to customer value 


Atlas Copco (India) Ltd. 
Sveanagar, Dapodi, Pune - 411 012. Ph. +91-20-30722222 





www.atlascopco.com 


Powerful Vehicular Tracking Large sleeper Ergonomically 
MaxxForce® 7.2 engine System berths with storage designed seats 





UUTRUNS. DUTCLIMBS: DUTLASTS 
OUTS ON PERFORMANCE 


Introducing high performance Mahindra Navistar trucks. With power, gradeability and 
efficiency like never before. To make what was previously acceptable in Indian trucking, 
now unacceptable. And take Indian trucking into the future, with their powerful 
MaxxForce^ 7.2 engines. These engines belt out storm-like performance, even while 
maintaining unbeatable fuel efficiency. Making just ‘ok’ performance, no longer ok. 


Mahindre 
NAVISTAR 


OUTPERFORM 





FOCUS-WELL SAID 










| 66 
'd rather be a 


President than a 
mediocre two-term 
President" 


US President, to ABC News 


"Fundamentally, the idea that the 
commission cannot be embedded in the 
premium is not a very well considered one 
and it will kill the insurance industry” 


IRDA Chairman, on the proposal to phase out 
commission payment to insurance agents, to Business Standard 


really good one-term 


"Avoiding a jobless recovery 


is the political priority 
of today" 
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“We are new to this business and 
do not want to risk other people's 
money. Of course, a lot of people 

have shown interest in investing 

with us in Catamaran" 


Infosys Co-founder and 
Chairman, on his new venture capital fund 
‘Catamaran’, in The Times of India 
















“Fortunes of 
celebrities in the 
creative world 
change 
according 
to their 
commercial 
standings" 
Bollywood icon. 


in The Econonic 
Times 
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FOCUS 


NUMBERS 
OF NOTE 


19.1 mn 


The number of new users 
added by Indian mobile 
service providers in December 
2009, which is a global record 
for monthly growth by a 
telecom market. 


32% 


Indians are aware of climate 
change, according to a survey 
by Gallup Inc. The US tops 

the list with 94 per cent of 

its people being aware of 
climate change. 


2/mn 


The number of people around 
the world who lost their jobs 
in 2009, according to the 
International Labour 
Organization. 


T1% 


Afghans endorsed India's 
role in the reconstruction of 
their country in an opinion 
poll, commissioned by BBC. 
india was followed by 
Germany (59%), the US 
(51%), Iran (39%), and 
Britain (39%). 


30 BUSINESS TODAY February 21 2010 





WVNHVS NIJIWVYY 


Dragon Drives 
into the Indian Auto Components Market 


A the recently concluded Auto Expo 
in Delhi, Chinese components 
makers were out in force with a 100- 
plus exhibitors taking up 5,000 square 
metres of display space. From truck en- 
gine manufacturer FAW Group to 
small- and medium-sized players, like 
gear-box maker Weichai Power, all 
had queued up. It signals the growing 
importance of the Indian market for 
the Chinese components industry. In 
2008-09 alone, imports from China 
stacked up to Rs 2,000 crore. We try 
to understand the implications of this 
incipient trend. 


Why India? 
India is fast becoming an attractive 
destination for Chinese vendors as 
the domestic auto industry has 
recovered swiftly from the 
aftermath of the economic 
downturn. 


Who's buying? 

Several large companies 
such as Tata Motors, Ashok 
Leyland, Bajaj Auto and Tvs 
Motors are among those 3 


swell. Some Indian auto- 
makers have even set up 


buying from the Chinese. 

And their ranks seem sure to 

procurement offices in e 
8 
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China to pare costs. 


What's the benefit? 


The landed price of Chinese 


Monthly component 
Imports from China to 
India ($ million) 
Source: ACMA 


CHINESE 


SURGE IN v 
IMPORTS 
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components is on an average 35 per 
cent lower than components sourced 
locally. On quality, too, the Chinese 
seem to be meeting the standards of 
the Indian auto industry. 


What's the impact on 
domestic components 
industry? 
Already, Indian components mak- 
ers are worried that the Chinese will 
hurt their business and are seeking 
more protection. They feel the 10 per 
cent import duty is too low. Says 
Vishnu Mathur, Secretary-General, 
Automotive Components Manula- 
cturers Association (ACMA): “We can 
ask the commerce ministry to help 
out whenever there is clear proof of 
dumping, but with Chinese compo- 
nents makers receiving a lot 


dumping.” 

What's next? 
Chinese companies are 
exploring options to increase 
their presence in India 
through alliances with 
Indian companies and 


of indirect aid and working 
in a non-transparent man- 
ner, it is very difficult to 
prove any allegations of 


establishing manufacturing 
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S bases locally. Look out for 
more Chinese gear under 
your car hood. 

KUSHAN MITRA 
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PASSION AT WORK 


Never before 
has a villa 
. Spoken so much 









ilike any other community, Sobha Lifestyle 

ia beautiful accord of arrogance and luxury, e. E ins v ae Pe ae erp NIE nane -4 
at's befitting today's royalty. It is the perfect ER | WEST Vr M ef 
aalgamation of form and function, of class 245 | z b Jo 
id sophistication. Every square inch built, keeping ART ue an RU oni 
mind your fervour for quality, every square inch Lay gv j A "We 


‘Signed to satisfy your penchant for aesthetics. 








" ~~ — ^ e "a OES be 
minute drive to the Bengaluru Set against the backdrop 165 Presidential Villas spread across Villas with private swimming poc 


ernational Airport of Nandi Hills 55 acres; 7 different villa types 
— - OBHA 






C 


Presidential Villas at Devanaha 





irid-class infrastructure; Central Avenue Boulevard; Specially designed street lamps 
zest rainwater harvesting unit - 18 theme parks from Germany 
sacity of over 15 Mn Litres 


5 exclusive lifestyle starts at a price of Rs. 2.5' crore. 
I us on 99015 87777 / 99455 18978 for a private viewing of the Presidential Villa | Email: lifestyle sobha.co.in | SMS: sobha <space> lifestyle to 56767 
Iw.sobha-lifestyle.com | Marketing office: Sobha Developers Ltd., 4368, 7th Cross, Wilson Garden, Bangalore - 560 027 EFI (4) L 
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"We Plan to Open 


100 Hotels i in India" 


Hilton Group, the fourth-biggest hotel 
chain by rooms, has embarked on an 
ambitious plan to scale up operations 
in India. On a recent visit to the coun- 
try, CHRISTOPHER J. NASSETTA, CEO 
of Hilton Worldwide, spoke 
exclusively with Business Today's 
KUSHAN MITRA. Excerpts: 


We have been very focussed on 
spreading our international plat- 
form and brands in more geogra- 
phies. And being private has actu- 


ally helped that. If we were a public 


company, many things that we 
wanted to do would have been far 
more challenging. We took advan- 
tage of the slowdown to try and 
advance some of our objectives 
internally, like integrating our 
global platform. The company had 
been bifurcated into the us and 
global operations in the 1960s and 


as a result wasn't totally integrated. 


We happen to be quite under- 
represented in one of the most 


HILTON GROUP: SNAPSHOT 


10 major brands, including 
Hilton, Hilton Garden Inn, 
Hampton Inn. 


3,500 properties across 
the world. 


600,000 rooms globally. 


Presence in 80 countries. 


important markets in the world, 
and that is why I'm here and now 
we have a full team on the ground. 
Today, we have one hotel open. 
Depending on timing, we should 
have 3-5 new properties by the end 
of 2010, including the re-entry of 
the Hilton brand in India with 
Hilton Janakpuri (in the western 
part of New Delhi), which may 
open this month. Over the next 
7-10 years, we plan to have around 
100 hotels here. And this will be 
just a start for us, because we have 
10 brands and over time we would 
work towards bringing them here. 


The 15 hotels that we have under 
planning and construction are a 
mixture of managed and 
franchised—the majority is man- 
aged. Increasingly, as our presence 
grows in India, you will see a larger 
percentage of franchising. But there 
will be no stand-alone franchise 
property. For example, with 
Hampton Inn, we have a strategic 
development plan with a partner 
who will develop a dozen Hampton 
Inns. There is a lot of efficiency in 
doing many deals with one partner. 


I don't think 2010 will be a very 
positive year in most geographies 
across the world. But on the whole, 
we expect that 2010 will be a lot 
better than 2009. Let me add that 
despite the challenging business 
environment, we opened 302 new 
hotels across the world in 2009. 






Business Wherever. 





At Kyocera Mita, we believe in "Customer First"- creating true customer 
satisfaction by providing the greatest value for all business needs. 

With Kyocera Mita this approach takes the forms of our printer brand "FCOSYS*" 
and the multifunctional system brand "TASKalfa". 

Our printers and MFPs, meeting the demands of cost-savings, ultra-reliability and 
superior performance, won 2009 BERTL's Best Awards in a total of 10 categories. 
In addition, the TASKalfa 500ci series won five stars-the highest rating-proving 
the high reliability of Kyocera's technology. We continue our unending pursuit of 
value and reliability, and so remain the best partner for our customers. 





TASKalfa t" 


Ecosis 


* Kyocera's acclaimed concept of environmentally friendly products. 





International recognition 





2009 highly prestigious Better Buys for Business BLI - Highly Recommended 
BERTL's Best 2009 5 star "EXCEPTIONAL" Editor's Choice 2006, 2007, 2008 and 
award by end-users survey. 2007, 2008 and 2009 Recommended 2009 





KYOCERA MITA Corporation www. kyoceramita.com € KYOCERA 


e . " . First Floor, ORCHID CENTRE Sector-53, Golf Course Road, Gurgaon, India 
For additional information, please contact: KYOCERA MITA India Private Limited Tel-0124-4671000 Fax:0124-4671001 





KYOCERA MITA Corporation, part of the KYOCERA Group. ©2009 KYOCERA Logo are trodemorks of KYOCERA 


KULDEEP 


FOCUS-GRAPHITI 


Poverty of 
Megabyte 


Does the access and speed of Internet 
have a correlation with economic 
prosperity? The latest state of the Internet 
report by Akamai Technologies, Inc. seems 
to suggest so. That's not because people 
in rich countries simply buy faster Net 
connections-it has something to do with 
the policies that actively promote building 
superior broardband infrastructure, given 
its incalculable economic benefits. 























Average broadband 
connection speed in 
megabits per second 











2 f AccessandSpeed 4% 
9096 homes in South Korea have / Aie b 


s de" 
g oa 
; } a access to Internet, the average speed 


being 11 MB per second. In India, only 2.5% 
homes have access to broadband and the 

average speed is less than 1MB. 21 countries have 
broadband connections in at least 50% of homes. 












3) Fast, Faster, Fastest 


CONTENT — TYPE OF CONNECTIONS 





— Broadband — 
2) The Options . 256kbps os 8m 
Newer technology such Average news 23 1 minute | 
as fibre-optic cable website minutes " seconds MMS 


allows for much faster 
Internet connections. 
Most connections in = ; 
India are DSL. os | te i 
hours hours - 


4) High Speed Access 
Surprisingly, a greater number of Indians 
has high speed Net access than the 
Chinese. But globally we are a laggard. 


CHINA | 0.4 
INDIA | 0.7 


FRANCE! 11 


74 


Figures are percentage of population with access to 
broadband speed of 5mbps and above 





5) Unique Internet Protocol 


Both India and China are below the global 


INDIA | «0.01 
CHINA) 0.04 








Figures are unique IPs (Internet Protocol) per capita 


6) Virus Attack 


Ihe United States and China used 
to be the origin for most attack 
traffic on the Internet, but now Russia 
and Brazil have overtaken them 
US BRAZIL GERMANY RUSSIA CHINA 


6.9% 8.6% 48% 13.4% 6.5% 
H 


Figures are percentage of global attack traffic 


average on the per capita unique IP addresses. 








ex 


FTA Stimulus 
for Indo-ASEAN Trade 


p foreign trade is set to see a big jump with its free 





trade agreement (FTA) with ASEAN, the world's largest and 
covering a market of almost 1.8 billion consumers, coming 
into effect from January 1, 2010. Under the rr, tariffs on 
over 80 per cent (4,000 product lines) of the goods traded 
between the two regions are proposed to be completely 
withdrawn by 2016. Also, the agreement opens up the 
$ 1.1-trillion ASEAN market to Indian exporters, paring their 
dependence on the western countries. 

Curently. India's trade with the ASEAN economies stands 
at $44 billion with Singapore, Thailand and Malavsia 
accounting for the bulk ($40 billion) of total trade. 
According to the Federation of Indian Chambers ol 
Commerce and Industry (riccr), the pact is a win-win for both 
as the increased market access would result in doubling of 
the bilateral trade from about $50 
billion in 2010 to $100 billion by 


2015. Indian exporters would be able Stead 

to source products at competitive prices Growt 

in sectors such as machinery and 

ie: Indo-ASEAN 

machine parts, steel, agricultural prod- trade has been 

ucts, auto components, chemicals and on an upswing 

synthetic textiles. On the other hand, in the last 
in 
e 
P 


market for its non-agricultural prod- decades. 


ASEAN would gain access to the Indian couple of 
ucts. Says Anjan Roy, Chief Economist, 

ricci: “Lowering of custom duties would 

surely add to the depth of the trade. The 

FTA should also bring under its ambit 

services along with goods.” 

However, there are concerns that a 
range of cheaper products coming 
from the ASEAN region could adversely 
impact the domestic farmers and 
industry. The Fra proposes to 
safeguard their interests by identifying 
certain products as highly sensitive, 
and putting them in the negative list. 
About 500 items will be excluded trom 
the list of tariff concessions and 
600 items from the list of tariff 
eliminations—mostly agricultural 
products. processed food, textile, auto 
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and petrochemical products. 


MANU KAUSHIK Figures in $ bn *Projected 
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FOCUS-ENVIRONMENT 


WHAT THE ENVIRONMENT 
SUSTAINABILITY INDEX 
(ESI) THROWS UP 


Performance of states under nine 
thematic sub-indices: 


* Air quality and pollution: West 
Bengal and Uttaranchal score 
high on ESI but low on air quality. 


© Water quality, availability: 
UP, Haryana, Punjab, Gujarat, 
Rajasthan, Bihar face greater 
water stress and pollution. 


® Land use and agriculture: 
Himachal Pradesh, with 27 per 
cent of its land under grazing, 
faces highest soil erosion. 


** Forest and biodiversity: 
Sikkim tops here-it has a high 


land mass under forest cover, 
which is growing at 120 per cent. 


* Waste management: 


Gujarat, a chemicals industry 
hub, has the highest per capita 
hazardous waste. 


® Energy management: Focus 


on wind energy helps Tamil Nadu 
rank #4 on this count. 


® Health impact: One in five 
people in Himachal Pradesh, 
Kerala prone to lung diseases. 


® Population pressure: Bihar, 
UP get dragged down on ESI 
on this indicator. 


8 Environmental budget: Most 
states with higher ESI also spend 
more on environment sectors. 
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Reality Check of 


India's State of Green 


It takes more than nature's endowments to remain sustainable 
shows a new study on Indian states' green performance. 


Hz some food for thought. 
Abundance of natural resources in 
India does not mean anything when 
it comes to environmental preserva- 
tion. States such as Jharkhand and 
Madhya Pradesh rank poorly on en- 
vironment preservation, while those 
like Goa, Orissa and Chattisgarh fare 
just marginally better. In contrast, 
states such as Tamil Nadu and 
Karnataka, despite rapid industriali- 
sation and demographic pressures, 
have maintained environmental con- 
ditions. These are the results of a study 
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by Chennai-based Centre for 
Development Finance (cpr) on envi- 
ronment challenges and priorities 
faced by India's 29 states. 

In what is an early effort into a 
topic gaining attention, cor has com- 
puted an Environment Sustainability 
Index (ESI) score based on 40 indi- 
cators ranging from air and water 
quality to population pressure in re- 
lation to a state's resources and pol- 
icy framework. The ranking shows 
how states fare relative to each other. 
A low es! for a state is as much a 
sign of pressure on its resources 
and environment as unresponsive 
institutions. 

Northeastern and Himalyan states 
as also West Bengal and Kerala, CDF 
concludes, are the only ones that are 
maintaining themselves on the Green 
count as of now. 

SHALINI S. DAGAR 


Aruna f 


Sikkim 
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States likely to experience 


AA 20.01-40 increasing environmental 


problems unless appropriate 

States which face maximum 

challenges in maintaining their 
environment in the coming years 
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FOCUS 





TARGET 


Tower Portfolio 

Himadri Chemicals & Industries 
Max India 

Coastal Projects 

Micromax Informatics 

Ravin Cables 


Indu Navayuga Infra Project 


(Viceroy Bangalore Hotels) 


ACQUIRER/INDUSTRY 


GTL Infrastructure/Telecommunication 
Bain Capital India Investments/Chemicals 
Goldman Sachs Group/Miscellaneous 
Barings, Sequoia Capital, Fidelity and Deutsche Bank/Infrastructure Private Equity 
TA Associates/Telecommunication 
Prysmian Spa/Industrial Products 
Plus Expressways Bhd/Infrastructure 


Viceroy Hotels’ Bangalore Project JP Morgan India Property Mauritius/Real Estate, Hospitality 
& Construction 


iYogi Draper Fisher Jurvetson, SAP Ventures, Canaan Partners 
& SVB India Capital Partners & Construction/Technology 


TYPE y og HC 
Acquisition 100 
Private Equity 35.4 
Private Equity NA 

16 
Private Equity NA 
Acquisition 5l 
Acquisition 74 
Private Equity 49.2 
Private Equity NA 





Ernst & Young is a leading M&A advisor in India. The data is based on media reports and company announcements. Any decision on the basis of this information should be taken 
only after professional advice. Business Today or E&Y do not undertake any responsibility with regard to any such decision *As on January 25, 2010 Not a complete list 


“You Must Be a Top Player in Your Business Segments” 


ABHI TALWALKAR, President and CKO, 
California-based isi Corp, has steered 
the chipmaker in a different direction by 
refocussing on semiconductor solutions 
for networking devices. This realign- 
ment has worked for isi with revenues 
growing from S 1.9 billion in 2006 to 
around $2.7 billion last year. He took 
over from the company's founder-cto 
Wilfred Corrigan five years ago. 
Talwalkar discusses his business plans 
in an interview with BT'S 

RAHUL SACHITANAND. 


Is your rejig part of a larger 
consolidation in the global 
semiconductor space? 

The global semiconductor industry 
is about $250 billion. It was impac- 
ted by the worldwide recession but 
is Showing strong growth signs now. 
Many companies have undergone 
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or are undergoing some form of con- 
solidation. I don't think it is critical 
to be number 1, 2 or 3 overall. but to 
be a top plaver in specific segments 
you compete in. 


Has India become more 
important in the global 
semiconductor food chain? 
Products conceptualised and desig- 
ned by the 100.000-odd engineers 
who work for MNcs from India proba- 
bly account for 20-25 per cent of the 


global semiconductor industry. Our 
850 engineers influence a quarter of 
our revenues directly. India has a 
greater impact on the semiconductor 
industry than most of its neighbours. 
The country's inadequate infrastruc- 
ture, however, makes large scale 
manufacturing unviable for now. 


How far has LSI's re-invention 
progressed over four years? 
What we like about the enterprise 
market is that our customers require 
complex silicon solutions. Our 
customers spend a lot of their R&D 
money on integrating our solutions 
into their products. We think this 
market is more sustainable and prof- 
itable than the consumer market, 
where product prices are constantly 
changing and there is uncertainty 
about the next big hit in the market. 
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Withdraw cash 40% faster, only a 
HDFC Bank ATMs 


You normally withdraw the same amount at an 
ATM. Our hi-tech ATMs remember your preferred 
withdrawal amount, so you get cash 40% faster. 
Use the ‘MyFavourite’ feature at our ATMs today! 


You can change the ‘MyFavourite’ amount anytime you like. 


l 


ist 


time in India 


M — 


/ 
"d 
^ 

A 


te 
tp piv 


4096 faster’ based on time taken for an average cash withdrawal at HDFC Bank ATMs by 
HDFC Bank accountholders using the ‘MyFavourite' feature. Available at most HDFC Bank ATMs. 





To locate an HDFC Bank ATM near you: 
SMS ATM «space» «Area Name», «City Name» to 5676712 or Fa HDFC BANK 
visit www.hdfcbank.com L 


We understand your worlc 


The battle lines are drawn. The finest golfers from the European and Asian circuit are 








- — — DLF Golf & Country Club Gurgaon, 11-1 





face off. Be there to witness an epic battle for pride and glory. À V A N L | | A 


MAST RS ME 











OPINION-EDUCATION 


GOPAL JAIN 


MANAGING DIRECTOR, GAJA CAPITAL PARTNERS 


Dismantle Licence Raj 
in Higher Education 





he tragic-comic saga involving the 44 
‘deemed to be’ (prs) universities being 


de-recognised is a telling reminder of 


everything that is wrong with our higher 
education system and needs to be corrected. 
On one hand, we have a set of institutes that 
perhaps never deserved to be granted this 
status. On the other, we have the future of one 
lakh-plus students being held hostage. 
Students who are already smarting under a 
higher education system where the cut-off for 
success is inhumanely high and where the 
spectre of student suicides consistently 
rears its ugly head. 

So, why don't we have 
capacity and quality in our 
higher education system: 
That's because only uni- 
versities have the 
power to grant degrees. 
Historically. given the 
economic state of the 
country, high unem- 
ployment rate, etc., this 
right had been held 
sacred. Only the legislature 
could create universities. The 
DTB route was an attempt by the 


Executive (read babudom) to claim some of 


this power. In none of the developed countries 
in the world that we aspire to emulate so 
much, setting up or becoming a university is 
such a big deal. 

In India, a Licence Raj approach has en- 
sured a capacity constraint which artificially 
magnifies the value of becoming a university. 
This is all about demand and supply. You 
increase the supply and this value disap- 
pears. Quality then becomes the gating or 
the most problematic item. 

Assuming for a moment that we wish to 
persist with this inane system—who then de- 
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cides the criteria for becoming a university or 
a Dre university? The backgrounds of these 
44 prp universities and numerous other uni- 
versities that have been created through Acts 
of state legislatures is clear evidence that the 
process has been compromised. Most of the 
sponsors are politicians or other undeserving 
characters. I did not spot a single trian or UM 
grad in there. Rumour has it that a 7™ grade 
‘fail’ is the chancellor of one of these DTB 
universities. The choice of these sponsors is 
unsurprising. In a not-for-profit regime, who 
else will invest hundreds of crores in 
cash and settle for off-balance sheet 
settlements to get their finan- 
cial returns? Certainly, not 
meritocratic capital. 
Let's go one step 
further. Assuming we 
wish to persist with 
severe controls on 
capacity and opaque 
criteria to get these 
licences, what justifies an 
arbitrary approach to dere- 
cognition (especially given 


students is involved as is investment 
running into hundreds of crores by the 
sponsors)? The worst signals are transmitted 
to financial institutions and investors that have 
been working on ways to help enable capacity 
creation, notwithstanding the challenges. 
The recipe to save the lives of our children 
is a simple one: Dismantle the Licence Raj 
around capacity creation, set up national and 
state-level accreditation councils, come up 
with clear and transparent criteria for accred- 
itation and de-accreditation, allow for-profit 
entities in order to enable access to merito- 
cratic sponsors. Otherwise, stop reading news- 
papers. The stories may get more sordid. © 


that the future of thousands of 





In India, a 
Licence Raj 
approach has 
ensured a 
capacity 
constraint 
which artificially 
magnifies the 
value of 
becoming a 
university... You 
increase the 
Supply and this 
value 
disappears. 
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Tax woes often make life seem like a burden. Don't we all just wish our hard earned money would be ours, to invest 
for the future, without worrying about tax? This is why SBI Mutual Fund presents Magnum Taxgain Scheme, an 
Equity Linked Saving Scheme, for investors who wish to address two critical issues: tax planning and wealth 
creation. Magnum Taxgain Scheme is the No.1^ Tax Saving scheme, in the 5 year period, in the ELSS category. No 
wonder then, that investors choose Magnum Taxgain for wealth creation, to plan for tax and then relax! 
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par ov Sinc 'eptic 2 : $ 
9 o o |. Over 17 lac* India's largest 
Fund 86.19% 5.80% 29.22% 19.45% _Ipvestors ELSS sci 
Benchmark (BSE 100) 83.78% 6.33% 20.22% 13.54% 


Returns are CAGR (Compound Annual Growth Rate) returns calculated for dividend option and assumed that the dividend 
declared under the scheme have been reinvested at the then prevailing NAV. Growth option introduced on 7th May 2007. Returns 
are as on January 28, 2010. Inception date of Magnum Taxgain Scheme is 31/03/1993. NAV as on January 28, 2010 is Rs. 54.89 
for growth option. Past performance may or may not be sustained in future. 
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Awards 2009 -5 Star Fund - Open ended Rated Four Star by ""- å - 
ELSS category - Three year Value Research in E PA R T N E R F 0 R L | F E 
performance ending December 2008. Tax Planning category. 


D. Ta 


^Methodology for No. 1 ranking: The scheme has been ranked as No. 1 in 5 year performance category by www.valueresearchonline.com in ELSS category as on 31/12/09 
out of 20 schemes in the category. Load and taxes were not considered. Past performance maya or may not be sustained in future. Past performance is no guarantee of 
future results. Awards Methodology & Disclaimer: ICRA Mutual Fund Awards 2009: Magnum Tax Gain Scheme has been ranked as a Five Star Fund in the category of 'Open 
Ended Equity Linked Savings Scheme (ELSS)' schemes for its 3 vear performance till December 31, 2008. The rank is an outcome of an objective and comparative analysis against 
various parameters, including: risk adjusted return, fund size, company concentration, portfolio turnover and liquidity. The ranking methodology did not take into account entry and exit 
loads imposed by the Fund. There were 12 schemes considered in 'Open Ended Equity Linked Savings Scheme (ELSS)' category for the ranking exercise. The rank is neither a 
certificate of statutory compliance nor any guarantee on the future performance of SBI Magnum Tax Gain Scheme 93. Ranking Source & Publisher: ICRA Online Limited. Value 
Research Ratings Methodology: Ratings are published in monthly Mutual fund performance report - Mutual Fund Insight, which is subject to change every month. The top 10% funds in 
each category were classified as "'***"' funds, the next 22.5% got a ''**"", while the middle 35% got a ''""", while the next 22.5% got "*' and the bottom 10% got '" rating. A detailed 
methodology of the above rating is available at www.valueresearchonline.com. Past performance is no guarantee of future results. “Over 17 lakh investors calculated on the basis of 
live folios as on 31/12/09. ‘Largest ELSS scheme in terms of Assets Under Management (AUM). AUM as on 31/12/09 is Rs. 5386 crores. (Source: www.amfiindia.com) Risk Factors: 
Mutual Funds and Securities Investments are subject to market risks and there is no assurance or guarantee that the scheme's objectives will be achieved. As with any 
other investment in securities, the NAV of the Magnums/Units issued under the scheme(s) may go up or down depending upon the various factors and forces affecting the 
securities market. Past performance of the Sponsor/AMC/Mutual Fund/Scheme(s) and their affiliates do not indicate the future performance of the Scheme(s) of the Mutual Fund. 
Investment Objective: Magnum Taxgain Scheme (An open-endad Equity Linked Saving scheme): The objective of this scheme is to deliver the benefit of investment in a portfolio of 
equity shares, while offering deduction on such investments made in the scheme under Section 80 C of the Income-tax Act, 1961. It also seeks to distribute income periodically depending 
on distributable surplus. Magnum Taxgain Scheme is only the name of the scheme and does not in any manner indicate the quality of the scheme, its future prospects and 
returns. Statutory details: SB! Mutual Fund has been set up as a trust under the Indian Trusts Act, 1882. State Bank of India (‘S81’), the sponsor is not responsible or liable for any loss 
resulting from the operation of the schemes beyond the initial contribution made by it of an amount of Rs. 5 lakhs towards setting up of the mutual fund. Asset Management Company: 
SBI Funds Management Private Limited (A joint venture between SBI and Société Générale Asset Management) -191, Maker Tower 'E', 19th Floor, Cuffe Parade. Mumbai 400 005. 
Trustee Company: SBI Mutual Fund Trustee Company Pvt. Ltd. Please read the Scheme Information Document carefully before investing. Percept/ 0921 


OPINION-M&A 


PAVAN KUMAR VIJAY 


MANAGING DIRECTOR, CORPORATE PROFESSIONALS 


Make Takeover Code 
M&A-friendly 








mbiguities in the Securities and Exchange 
Board of India's Takeover Regulations 
have been a major cause of non- 
compliance by the companies. A string of 
amendments since 1977 together with sEB/'s inf- 
ormal interpretations and various court judg- 
ments have made the code a complicated one. 
The market regulator recently formed the 
Takeover Regulations Advisory Committee 
with the aim of simplifying the code. To begin 
with, this panel should be an independent 
body made up of people with in-depth knowl- 
edge of takeovers and include a full-time seni 
member. Furthermore, the decision of the panel 
should be final. 

A new disclosure norm should be inserted 
in the regulations requiring a 
company to give consolidated 
information about all the dis- 
closures and compliances made 
or received under the code dur- 
ing the year. At present, com- 
panies are required to make 
event-based disclosure and dis- 
closure on availing themselves of 
the automatic exemption. The 
new norm will make it easy for 
sEBI and the stock exchanges to 
check compliances by a company. The public, 
too, will benefit by learning about changes in the 
shareholding and other actions of a company 
at one place. 

The language of the regulations should 
be simplified to facilitate easy understanding 
and compliance. This is because most of 
the amendments have taken place in 
Regulations 10 and 11 that deal with trig- 
ger points for public offers, making their 
provisions complicated and creating prob- 
lems of interpretation. 

Under the Takeover Code, whenever any 
company acquires more than a certain num- 
ber of shares—the limit prescribed under the 
regulations—of another company either from 
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the market or by entering into an agreement 
with that company, it is required to inform the 
shareholders of that company through a pub- 
lic announcement within four days of such an 
action. But making a public disclosure is a 
time-taking process: The disclosure docu- 
ment requires information about the com- 
pany that is acquiring and the one being 
acquired, details of acquisition and public 
offer as well as future plans of the acquirer. In 
addition, it entails preparation of several 
documents to be filed with the merchant 
banker, segi and other regulatory authority as 
may be applicable. It is difficult to complete all 
these formalities in four days and, therefore, 
the time period needs to be extended. 

The regulations provide 
separate guidelines for calcula- 
tion of offer price for frequently 
and infrequently traded shares. 
However, the criteria prescribed 
for infrequently traded shares are 
vaguely spelt and leave scope for 
acceptance of different criteria. 
The regulations, therefore, must 
provide precise methods for the 
determination of offer price for 
infrequently traded shares. 

Though. there is a reference to competi- 
tive bid in the regulations, no successful com- 
petitive bid has taken place in India since the 
enactment of the Takeover Code due to a lack 
of clarity over the issue. A greater clarity will not 
only encourage healthy competition, but also 
benefit the securities market. 

Furthermore, a simplified way out by way 
of structured penalty should be provided for 
non-filing or delay in reporting of certain 
disclosures without requiring a consent order, 
which is very time-consuming. 

The Takeover Code should be amended or 
replaced with a new one to make it more M&A- 
friendly so as to address the changing circum- 
stances and needs of India Inc. © 


HVNHVS NAWVU 





The Takeover 
Code should 
be amended 
with the 
objective of 
removing 
ambiguities 
and ensuring 
that its 
provisions 
reflect the 
best practices 
adopted 
globally. 
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DHIMAN CHATTOPADHYAY AND ANUSHA SUBRAMANIAN 


December 31, 2009. Time: Close to the witching hour. 
Location: A party hotspot in Gurgaon on New Delhi's outskirts 
to which a city-based gutkha baron has invited hundreds of 
celebrities and wannabes to usher in the New Year. A string of 
performers-from singer Shankar Mahadevan to starlets such as 
Minissha Lamba-strut their stuff. Suddenly, out of nowhere 
emerges an eminently recognisable bundle of nervous 
energy-a certain Shah Rukh Khan. He jokes, shakes a leg and 
does a quick song-and-dance routine. The fast, furious and 
fleeting appearance of the 44-year-old Badshah of Bollywood 
takes the revellers’ breath away. 

Even more breathtaking, however, is that SRK flew back to 
Mumbai the next morning, richer, reportedly by Rs 5 crore that 
was paid for his 10-minute cameo. 
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November 2009 SRK is shooting a 
new ad for direct-to-home (DTH) service 
provider Dish TV—a film in which SRK 
as a senior citizen relives his romantic 
heydays thanks to the pictures beamed 
by Dish TV on the telly. Between shots 
he quizzes company C00 Salil Kapoor on 
the prH business, and is keen to know 
how it works. He also doesn't lose the 
opportunity to tell the agency, McCann 
Erickson, that the ad was conceptu- 
alised by him. "But what impressed 
me most was his knowledge of con- 
sumer behaviour and marketing. He 
could easily give a lecture at an 1M on 
the subject," says Kapoor. The ad is 
shot over three days after which sRK 
walks away with a Rs 7-crore cheque. 


February 12, 2010 My Name is Khan, 
produced by Karan Johar's Dharma 
Productions, is slated for release. The 
story of an autistic Mumbai Muslim 
who marries a Hindu could add some 
Rs 10 crore to skk’s kitty if audiences lap 
it up. Eleven days prior to this, Shah 
Rukh rang the opening bell at the New 
York-based NASDAQ stock exchange, 
an honour usually reserved for cos. 


February 26 Discovery Travel & 
Living's 10-part series, Living with a 
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Superstar—Shah Rukh Khan, will go 
on air. The biggest Indian show on 
TV, with a budget of nearly Rs 20 


crore, delves into different shades of 


SRK'S life: As a father, a husband, a 
businessman, and of course, an en- 
tertainer. sRK personally will not earn 
much from this show. Red Chillies 
Idiot Box, an arm of snk's Red Chillies 


The Business Tree 
















Head: Sanjee\ 
Chawla/Haroon Aziz 


Entertainment, which is co-produc- 
ing the show, stands to gain much of 
the spoils. Discovery has already sold all 
ad inventories for this show. 

Every step he takes, every move 
he makes, somebody's out there 
watching him—and somebody's out 
there willing to pay a small fortune to 
see him perform. Whether he's acting, 
or endorsing a brand, or just being 
himself at an awards ceremony, SRK 
mints money. And let's not forget 
the company he owns along with 
wile Gauri: Red Chillies Entertainment, 
which has diversified into high- 
growth areas of entertainment like 
visual effects, television commercials. 
television programming. in addition 
to the mainstay of film-making. Put all 
these interests together and you have 
a superstar with a net worth of 
roughly Rs 1,500 crore, making him 
arguably Bollywood's richest star. 
To put that in perspective, sRK today 
is as valuable as papermaker 
Ballarpur Industries. Those that come 
close to skk: Amitabh Bachchan, 
whose AB Corp (earlier known as 
Amitabh Bachchan Corporation Ltd. 
or ABCL) has got a second lease of life 
(see ...Hello AB Corp) and Aamir 
Khan, who has perfected the 


Kolkata 
Knight 
Riders* 














Staff: 40 
(players and officials) 


What It Does 

A cricket team in the 
Indian Premier League, 
no major victories but is 
profitable. 

SRK'S Vision 

Make KKR like the ManU 
of the IPL, and own a 
stadium of its own. 

* The KRR team is owned by 
Knight Riders Sports, in which 


Red Chillies has a little over a 
50 per cent stake 
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Goodbye ABCL, 
Hello AB Corp. 


After a disastrous flirtation with corporatisation in the mid-'90s, 
Amitabh Bachchan has more to show for his efforts in his second wind. 



































f you can't keep a good man down, 
it's even more difficult to hold back 
a superstar for too long. In 1996, 
Amitabh Bachchan flagged off his 
first corporate venture, Amitabh 
Bachchan Corporation Ltd. (ABCL), with 
much fanfare. The vision was to become 
a Rs 1,000 crore entertainment and film 
production company by 2000. But some 
business decisions that went wrong- 
including a decision to sponsor a Miss 
India pageant-coupled with a clutch 
of box-office turkeys, resulted in 
ABCL going spectacularly wrong 
in a couple of years. By 1999 it 
was a stretcher case at the gates 
of the Board for Industrial & 
Financial Reconstruction, hav- 
ing piled up losses to the tune of 
Rs 70.82 crore, and debt of 
Rs 70 crore. 
ABCL was down and out, but 
AB the star wasn't. Big B was back 
with a bang by 2000, this time on 
the small screen with Kaun Banega 
Crorepati-a series that revived 
his fortunes along with those of 
the general entertainment chan- 
nel (GEC) star Plus. Estimates 
reveal that Bachchan earned 
Rs 15 crore for 85 episodes of 
the show. The rush of en- 
dorsements that came his 
way, like the icici Bank en- 
dorsement deal for Rs 10 
crore, helped Big B pay back 
creditors and clean up ABCL's 
balance sheet. 
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Since then Bachchan has been on a roll of 
sorts. ABCL was rechristened AB Corp in 2001, 
and a mint-new team headed by ceo Ramesh 
Pulapaka is now in place. Latest filings with the 
Ministry of Corporate Affairs show that AB 
Corp had revenues of Rs 29.25 crore in the year 
ended September 2008, with profits of 
Rs 19.26 crore. Endorsements pitched in with 
Rs 22.45 crore to overall revenues. In 2009, 
Bachchan endorsed some 13 brands as against 
19 in 2008. Another significant revenue stream 
is courtesy his appearance on GEC Colors’ 
reality show Bigg Boss-he reportedly earned 
Rs 2.25 crore per show (he was present in 24 
of the 84 episodes). 


BACK WITH A BANG 
Tidy profits find their way to AB Corp. 


Total Income 
Rs 29.25 cr 


Income from endorsements 
Fen. 


Rs 22.45 cr 


Net Profit 
Rs 19.26 cr 


Figures for the period Sept. ‘08 Source: MCA 


The biggest shot in the arm came 12 months 
ago, when AB Corp returned to big-time film 
production with Paa, starring Big B and his 
son Abhishek. For Paa AB Corp tied up with 
Reliance Big Pictures, which is a co-producer 
and distributed the film. Paa, made at a budget 
of Rs 15 crore, has grossed some Rs 60 crore at 
the box office so far. The company has also pro- 
duced a Marathi film Vihir, which released in 
January. At 67, the Paa of Indian cinema seems 
to have got it right. 


\NUSHA SUBRAMANIAN 


balancing act of turning out box-office 
busters and minting money from 
brand endorsements (see next page). 

But it's doubtless srk who has his 
finger in virtually every lucrative pie. 
Every brand he puts his stamp on 
earns him nothing less than Rs 7 
crore (he’s shot over 30 print and 
television ads in the past five years), 
and charges between Rs 3 crore and 
Rs 40 crore for an event, depending 
on what he has to do (just “appear” or 
be the funny man or dance or all of 
these). And let's not forget the films he 
appears in—for which he either takes 
home a share of the profits or at least 
Rs 12 crore. And then there's the 
Rs 73 crore company that he has 
built that has only scratched the sur- 
face of the huge entertainment mar- 
ket. Not least is the cricket team he 
owns in the star-studded Indian 
Premier League—The Kolkata Knight 
Riders (KKR) does not have much sil- 
verware to show for its efforts but 
then it is one of the few teams that is 
in the black. KKR is owned by a com- 
pany called Knight Riders Ltd.. in 
which Red Chillies Entertainment 
owns a little over 50 per cent of equity 
(the rest is owned by actor Juhi 
Chawla and her husband, Jay Mehta). 

Make no mistake: SRK is not a pas- 
sive investor in Red Chillies 
Entertainment looking to grow the 
wealth he earns from his celluloid 
life. Sure, he wants to make money— 
lots of it—but he also has the sharp vi- 
sion of a businessman. He loves to 
be modest and self-deprecating— "1 
am not a businessman, | am not as in- 
telligent as people think I am,” he 
quips to &r—but at the core of that ca- 
sual exterior exists a canny entre- 
preneur who's quick to spot an op- 
portunity and get cracking on it. "I be- 
lieve in striking when the iron is 
hot...These businesses (within Red 
Chillies) are my passion...and all re- 
lated to the entertainment industry. 
(They're) not just a means to invest 
my hard-earned money." says Shah 
Rukh. sitting in the drawing room 


UMESH GOSWAMI 


of his massive bespoke van. lighting 
up as many as six cigarettes in a 45- 
minute-long conversation (see in- 
terview on page 56). 

Consider, for instance, the vrx 


division, an appropriate reminder of 


sRK's foresight. Flagged off in 2006, 
the special-effects studio contributes 
just 4.5 per cent to Red Chillies over- 
all revenues, but it could be a different 
story in five years. “Quite simply, | 
want this to be the best vrx company 
in India. I see this as the main revenue 
generator for Red Chillies (in five 
years),” says SRK. “Shah Rukh wanted 
a path-breaking special-effects stu- 
dio, which would bring Hollywood's 
slick sophistication to Indian cin- 
ema," adds Keitan Yadav. coo, Red 
Chillies vex, which has won acco- 
lades for its work in India and abroad. 

To be sure, it is not the Oscar, but 
Don—The Chase Begins Again won 
European accolades for Best Special 
Effects in 2006. A year later, the Star 
Screen Awards singled out Om Shanti 
Om for best visual effects (2007). In 
2008, Red Chillies vrx followed up 
its winning streak by clutching all 
the biggies to expand its awards 
arsenal with the Filmfare, Zee Lux, IIFA 
(Bangkok), Star Screen, Indy's and 
Apsara Producer's Guild Awards. 
The division has the largest man- 
power among the group companies 
with a staff strength of over 100. The 


Red Chillies' Spice 
Top line has grown, but last year 
it sank into the red. 


TOTAL REVENUES 73.4 


66.3 









33.3 33.4 


2005 2006 2007 2008 2009" 


PROFIT BEFORE TAX 16 


8.1 






2005 2006 2007 





PROFIT AFTER TAX 75 
5.5 







2005 2006 2007 


Figures are in Rs crore “Company attributes loss 
in 2009 to higher salary cost, higher depreciation 
investments in TV division and lower recovery from 
films than in the previous year. 

Source: Red Chillies Entertainment 
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The Other Khan: 


A Marketing Genius 





Films are his bread and butter, and endorsements his jam. Aamir Khan, 
in contrast to SRK, has fewer irons in the fire but he's as effective. 


"marketing monster” is what Raj Kumar 
Hirani, maker of the record-busting film 
3 Idiots, calls Aamir Khan. Hirani should 
know. Prior to the launch of 3 /diots, 
Aamir Khan was on a countrywide roadshow, in 
disguise, doling out prizes to those who recog- 
nised him. Elsewhere, he was strategically 
placing "butt chairs” at multiplex chains. 
3 Idiots isn't the first time Aamir has 
shown his marketing mettle. To promote 
another blockbuster, Ghajini, in 2008, he turned 
barber for a day to give his fans the Ghajiné 
style haircut. The film was a hit, collecting 
Rs 225 crore at the box office (world- 
wide). Now that record has been 
broken by 3 /diots, which gar- 
nered Rs 240 crore in just the 
first 10 days-the highest rev- 
enue ever earned by a film 
made in India. 

Clearly, Aamir's 
hand-onscreen and 
behind the scenes-in 
films like Ghajini and 3 
Idiots, has a large role 
to play in their suc- 
cess (he reportedly 
charges around Rs 20 
crore per film and gets a 
share of profits). But argu- 
ably, his bigger success is 
in running a production com- 
pany that has a 100 per cent 
record of superhits-three 
out of three films so far from 
his stable have raked it in. 
Set up in 2001, Aamir Khan 
Productions has so far rele- 
ased Lagaan, Tare Zameen 
Par and Jaane Tu Ya Janne 
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Na. Lagaan, made with a budget of Rs 20 
crore in 2000, earned five times that amount. 
Tare Zameen Par brought home Rs 130 crore 
after being made for Rs 10 crore, and the last 
film clocked worldwide box office revenues of 
Rs 120 crore. 


Revenue Rivers 
AAMIR KHAN PRODUCTIONS 


Raked in RS 350 CT tron 


three films, which were made with just 
Rs 39 crore 


ACTING 
Charges RS 20 CT per film, 


and gets a share of profits. 3 /diots and Ghajini 
both films in which he does the lead role, 
grossed Rs 240 crore (in just 10 days) and 
Rs 225 crore, respectively 


ENDORSEMENTS 


Charges Rs 12 cr 
per brand; endorsed 15 in 2009 


That's a high-margin business if ever there 
was one. Now for the jam: Aamir- endorsed 
brands don't come cheap. He is estimated to be 
the highest paid brand endorser and charges Rs 
12 crore per brand (as against SRK and Big B who 
charge Rs 7 crore and Rs 3 crore, respectively). 
In 2009, he endorsed about 15 brands (Samsung 
and Tata Sky to name a couple) and has earned 
some Rs 180 crore from endorsements alone. 
After the runaway success of 3 /diots, Aamir has 
recently signed up as the brand ambassador 
for Etisalat of the UAE, which is set to launch its 
wireless telecom services in India. The reported 
price tag: Rs 30-35 crore for three years. 

\NUSHA SUBRAMANIAN 


team will work through 2010 on sRK's dream project, Ra 
One, a special-eflects driven film on a superhero that 
will be played by the superstar himself. 

Another division that could prove a game-changer 
—not just for Red Chillies but for the industry itself—is 
television programming. Red Chillies Idiot Box is the 
baby in the team with 3-4 shows till date and a couple 
more in the pipeline. Shah Rukh isn't quite thrilled 
about the genre of programming that works currently 
on TV, but he expects audience tastes to change (perhaps 
even mature) in a few years by which time his company 
will be ready to deliver. 

Still, Idiot Box contributes 15 per cent to overall 
revenues, and sRK realises the need for a diversified 
spread—films in 2009 accounted for 60 per cent of 
revenues (down from almost 86 per cent in 2005 and 
88.4 per cent in 2008). Just one turkey at the box office 
could mar the company's prospects—tor instance, one 
reason for Red Chillies hurtling into the red in the year 
ended March 2009 was higher salary costs, invest- 
ments in TV division and lower recovery from films 
than in the previous year (ended March 2008) when the 


If KKR turns out to be a failure (by 
not winning), don't rule out the 
possibility of him selling the team. 


company showed a profit of Rs 7.5 crore, thanks largely 
to the success of Om Shanti Om. 

If films can be a volatile business, 20:20 cricket is a 
virtual lottery. But here too SsRK's business acumen 
comes to the fore. Despite being saddled with the wooden 
spoon in IPL's second edition (and finishing sixth in the 
first), the company that owns the franchise (Knight 
Riders Ltd.) is one of just 8 iPL teams to be in the black. 
Over 2007-08 and 2008-09, KKR has clocked net prof- 
its of Rs 37 crore and revenues of Rs 197 crore, thanks 
to a steady stream of sponsorships. earnings from gate 
receipts and merchandise, amongst others. But SRK is 
clear: kkR has to win to justify its existence. "I didn't buy 
an IPL team to make crores of rupees...I can make money 
by dancing at weddings." he quips. 

With businesses that traverse virtually the entire 
spectrum of entertainment—from films to cricket —sRk 
is trying something that no Indian film star has done 
before. And he realises that he can't do this without the 
help of professionals who are passionate and understand 
the business. The experience with Dreamz Unlimited— 
SRK's first, and unsuccessful, attempt at a production 
company in 1997 with actress Juhi Chawla—has 
taught him some valuable lessons. Shah Rukh, who is 
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are advised to consult their tax advisors before investing in the scheme. 
sor: Reliance Capital Limited Trustee: Reliance Capital Trustee Co. 
Limited Investment Manager: Reliance Capital Asset Management 
Limited Statutory Details: The Sponsor, the Trustee and the Investment 
dao 1 are incorporated under the Companies Act 1956. Reliance Tax 
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appreciation from a portfolio that is invested predominantly in equity and 
equity related instruments. Load: Entry Load - Nil Exit Load - Nil 
however units are subject to lock in period of three years Asset Allocation: 
Equity and equity related securities: 100 - 8096, Debt and Money Market 
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all Business Days at NAV based prices. Risk Factors: Mutual Funds and 
securities investments are subject to market risks and there is no 
assurance or quarantee that of the Scheme will be 
achieved. As with any investment in securities, the NAV of the Units 
issued under the Scheme can go up or down depending on the factors 
and forces affect inq the capital markets. Reliance Tax Saver (ELSS) 
Fund is only the name of the Scheme and does not in any manner 
indicates either the quality of the Scheme; its future prospects or 
returns. Past performance of the Sponsor/AMC/Mutual Fund is not 
indicative of the future performance of the Scheme. The Sponsor is not 
responsible or liable for any loss resulting from the operation of the 
Scheme beyond their initial contribution of Rs.1 lakh towards the setting 
up of the Mutual Fund and such other accretions and additions to the 
corpus. Investment in Reliance Tax Saver (ELSS) Fund is subject to lock in 
iod of 3 years from the date of allotment of units. The NAV of the 
cheme may be a , interalia, by changes in the market conditions, 
interest rates. trading volumes, settlement periods and transfer 
procedures. The Mutual Fund is not assuring that it will make periodical 
dividend distributions, though it has every intention of doing so. All 
dividend distributions are subject to the availability of distributable surplus 
in the Scheme. For details of scheme features apart from those 
mentioned above and for scheme specific risk factors, please refer to the 
Scheme Information Document and KIM cum application form which is 
available at all the DISC / Distributors / www.reliancemutual.com Please 
read the Scheme tion Document and Statement of Additional 
Information carefully before investing. 





COVER STORY-SRK INC. 


superstitious about the number 5 
(his BMW 7 series car and van have 
registration plates with 555) like 
telecom billionaire Sunil Mittal, does- 
n't mess with finances—he has a 
cro, Blesson Oommen, who has 
managed the company's finances 
since 2000 (from the Dreamz 
Unlimited days)—and stresses that 
he lets his “boys and girls" take the 
business decisions. "In creative de- 
cisions, | am totally involved," says 
Shah Rukh. 

He's also involved in hiring most 
of the "boys and girls"—in his own 
inimitable style. Shah Rukh's more 
likely to spot talent within his imme- 





A Business-wise 
Break-up of Red Chillies 
Entertainment 
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diate environs than on B-school cam- 
puses. Consider how he pulled in 
Samar Khan, a former television jour- 
nalist covering entertainment, to 
head Red Chillies Idiot Box. A little 
over two years back, the ex-scribe, 
who had started his own TV produc- 
tion firm, got a phone call that 
changed his life. On the phone line 
was Shah Rukh, whom Samar had 
interviewed several times in his career. 
"I remember you asking me in your 
interviews as to why I wasn't get- 
ting into the business of television. 
Well, I am doing so now and I have a 
few plans for the next three years. 
Why don't you head the division?” “I 
could hardly say no,” grins Samar. "I 
told him I knew nothing about num- 
ber-crunching or about running a 
business. But he was willing to back 
me. It's not everyday that you get to 
work with sRK on a long-term basis." 

Clearly. if skk’s charm works with 
audiences, it would also with his em- 
ployees. "He is the most down-to- 
earth superstar you will ever see," 
says Sanjeev 'Bobby' Chawla (Juhi's 
brother), who has been part of the 
core team right from the Dreamz 
Unlimited days and runs the Red 
Chillies TV commercial division. Yet, 
the danger here for a company that 
has such a larger-than-life person at 
the helm is that people working with 
him will hesitate to call a spade a 
spade, tow the boss’ line even if he is 
prone to make stupid decisions, and 





ignore glaring threats just because 
the owners don't see them. The way 
SRK sees it, that's not quite the case. 
"The people I have hired don't just 
work hard but each of them thinks of 
the business as his (or her) own. They 
think of ways to improve matters— 
they're not just employees working to 
a mechanical plan." 

Yet, the biggest threat to sRK- 
could well be somebody he can do 
little about—himself. Superstars 
aren't allowed to fail, as Amitabh 
Bachchan discovered in the 90s. 
One error and he could well be con- 
demned. "...No one allows a big star 
to make mistakes or fail. Whereas 
business is actually a series of suc- 
cess and failures. The skill lies in 
quickly setting vour failures right 
and building on your successes," 
says Pritish Nandy, Chairman, 
Pritish Nandy Communications (see 
his column on page 62). 

That would seem precisely the 
road sRK is traversing—for instance, if 
KKR turns out to be a failure (by not 
winning), don’t rule out the possibil- 
ity of him selling the team. He'll move 
on to something new. Last April, on 
the last day of the month, srk flew 
into Mumbai from South Africa af- 
ter witnessing KKR's disastrous per- 
formance. After voting in the general 
elections, the same night srk lands 
up to perform at the wedding reception 
of a real estate baron's nephew. He 
breaks a glass over his head, Devdas 
style. cracks jokes about his ip team 
and signs autographs for guests for 
all of the 30 minutes. At the end of it, 
he goes home to sleep closer to dawn 
(that's almost a routine), richer by a lit- 
tle over Rs 5 crore. That's a model 
that's difficult to replicate, that re- 
quires zero leverage (if he needs 
money, he'd rather shake a leg than 
enter a bank) and that will ensure 
that for some time to come sRK will be 
generating sufficient cash to fuel his 
creative and business ambitions. (9 
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AN 
HR PROFESSIONAL’S 
PROMISE. 


It's the promise | made to myself. For the sake of others. 


A pledge to find and realise the potential within those 
who make up the company ! work for. 


A will to be a catalyst who makes organisations flower by 
helping their people be all they can be. 


A vow that can only be fulfilled when | first 


realise the potential within myself. 


It's a journey of growth and discovery. 


Abhishek Roo. HR Executive 


At SHRM, we have made a promise too, 

to walk along you, every step of the way. 

We're the Society of Human Resource Management, the world's leadin 
organisation committed to the development of HR. In India, our missic 
is to help HR professionals raise skill levels, ond realise the potential q 
their organisations. 
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COVER STORY-SRK INTERVIEW 


SHAH RUKH KHAN SMILINGLY ADMITS THAT PUNCTUALI 

OF HIS VIRTUES, HAVING MADE US WAIT FIVE HOURS FOR 
INTERVIEW. BUT THEN, IN CONVERSATIONS SPREAD OVER TWO 
\ CHILLED OUT KHAN TELLS DHIMAN CHATTOPADHYAY 
ANUSHA SUBRAMANIAN ABOUT PLANS FOR HIS GROM 
EMPIRE, ON WHY HE IS PASSIONATE ABOUT EVERYTHING HE DO 
THE LESSONS HE HAS LEARNT IN HIS JOURNEY TOWARDS BE 
INDIA'S MOST SUCCESSFUL “ACTORPRENEUR " TILL DATE. EDITI 


EXCERPTS FROM A CANDID INTERVIEW, 


Please define Shah Rukh Khan the businessman. Is 
business a means for you to invest the money you 

earn, or are you passionate about actually building 
businesses? 

(Laughs) I am not a businessman, honestly. | am Zero on am 
not as intelligent as people think I am. If I were a businessman 
I would be happy with how KKR (Kolkata Knight Riders, the | 
team owned by srk) has fared till now. They were the first tean 
to become profitable and they continue to make profit. But am 


"OLOH 4 


| happy? No, I am not, I'd rather win the tournament, even il 
means making a financial loss. 


So what made you start up Red Chillies Entertainment— 
was it a business vision you had or an avenue to invest 
your earnings from films? 

| never really thought of being an entrepreneur when I started Ri 
Chillies (in 2002). Yes, there was this feeling about wanting | 


contribute something to the entertainment industry, but then + 


| 


now, I do not see myself as a businessman in the true sense of th 


WM AM 


term like vou say Mukesh Ambani is a businessman. And mosi 
definitely, my enterprises are not just a means to invest m: 
hard-earned money. These businesses are my passion. You will 


notice that they are all related to the entertainment industry 


i "pojeripul 


vou ask me in one sentence to say what my aim is, then il 
help promote all these very talented people working with me 

= that one day each of them can become producers, film make! 
do their own vex work: and that all the divisions give me a bu: 


time once my acting career is over. 


f 
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COVER STORY-SRK INTERVIEW 


What is your core business 
philosophy? 

When things go right, everything 
goes right. I believe in striking when 
the iron's hot. My basic philoso- 
phy is very retail-like: “Subah ko 
dukan kholo, raat ko shutter down 
karo" (open the shop in the morn- 
ing, close it at night). I have seen 
people like Mukeshbhai (Ambani) 
and Lakshmisaab (Mittal). I have 
sat at their meetings and tried to 


Lessons 


Learnt (And 
One | Haven't!) 


IN TOUGH TIMES, do not try to 
cut costs. Try instead to increase 
your income. This is something 
my mother would always tell 
me-my first lesson in enterprise. 


THINK BIG. If you want to jump 
eight metres, aim for 16. You may 
not be able to jump 16, but to 
aim higher than the others is 
important. This is something 
Mukeshbhai (Ambani) taught me. 


ALL BUSINESSES and friendships 
remain strong till they are prof- 
itable for both parties. 


DRESS CASUALLY at work-not 
shabbily but casually. People 
need to be comfortable, feel cool, 
to be able to give their best. 


I NEED TO LEARN this-Close 
deals fast! Haggling over small 
things is a waste of time. 





understand what they say and do. 
They are awesome. I am nowhere 
close to them. For me, "bijli paani ka 
kharcha nikal jaaye” (if I am able to 
pay electricity and other bills and 
salaries | am happy)—that is how 
you start business. 


So, you do not start a business 
to make money? 

No, that is not the main reason. I 
didn't buy an IPL team to make crores 
of rupees. For two years now, we 
have made a profit, but not because 
of the cricket! My theory is simple: If 
| am going to be earning from a 
business that is not working because 
of the business, then it is redundant. 
This is where I feel I have a certain 
amount of honesty left in my 
business. I still haven't sold my soul. 
If my team is not going to play good 
cricket this year then woe be upon 
the fact that they make money this 
year. It amounts to zilch. I can make 
money by dancing at weddings and 
I do. Why do I have to stress about 
the controversies, feel sad when the 
team loses: 


The sports industry seems to 
take up a lot of space in your 
mind. Why? 
Because I want sports to be a big 
thing in this country. I feel bad when 
I hear we are lagging behind in 
(preparations for the) Common- 
wealth Games. Look at our stadiums! 
I wanted to do a promo shoot for 
Chak De! | went to Pune because I 
was told that the Balewadi Stadium 
was the best. And we made it look 
better because of the ad. How cheap 
is it that a guy who comes to shoot 
lor a night does up the stadium better 
than it should be done by the sports 
people! I want my son to come and 
say, “Dad, I want to play hockey." I 
want that option to be there. I feel sad 
when I see sports suffering. 

Athletes come from small nations 
and win every race here. Their 
facilities are far better than in India! I 


am a genuinely good hockey player. 
I have played in the Ambedkar 
Stadium (in Delhi), in Bombay also.... 
But when we went for Chak De! in 
Australia it was completely different. 
I couldn't play on the astroturf field. 
I thought to myself, I haven't seen 
this in my country. 

Look at football. Every developing 
nation is fantastic in soccer because 
it is the cheapest game to play— 
Surinam, Nigeria.... I want to incul- 
cate a sporting consciousness. | am a 
movie star. | endorse so many things. 
Why can't I endorse sports in my 
own way? I had wanted to make a 
stadium. I spoke to Nike, but it didn't 
work out. Now, this is my way of 
giving back. 


"| can never look into 
your eyes if | have 
lost your money. 
When | am sure | will 
not lose any money 
in business X, Y or Z, | 
may want a partner. 
Not now" 


How involved are you with your 

various businesses? Day-to-day 
running, key decisions, finances? 
Finances: Zilch. But yes, in creative 
decisions I am totally involved. I let 
my boys and girls take the business 
decisions. There are people to manage 
the finances, do the deals, take 
decisions on the spot. My job is to 
provide creative inputs, come up 
with concepts and ideas to take a 
division forward in the general 
direction I visualise what could be 
in the medium to long term. You 
want to know how uninvolved I am 
in day-to-day activities? I haven't 
been to one of my offices for almost 
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COVER STORY-SRK INTERVIEW 


two years now! But yes, as I grow 
older, I am focussing more on how to 
centralise things. So, the new office in 
Khar that will be complete by end of 
2010 will bring all of Red Chillies' 
divisions under one roof. My idea 
then is to go to office only on 
Saturdays and Sundays, so that the 
boys have to work twice as hard 
(laughs) and be present on those 
days as well. Jokes apart, | am proud 
of the people I have hired. They don't 


What SRK's 
Men Have to Say 
About the Man 


SAMAR KHAN, 

HEAD , RED CHILLIES IDIOT BOX 

"SRK doesnt make you feel that 
you are working for him but with 
him. So whilst he is certainly the 
boss he does not behave like one.” 


KEITAN YADAV, 
COO, RED CHILLIES VFX 


"He has a keen sense of business, 
and knows instinctively what will 
work and what may not. But 
seldom has he tried to veto us if 
most of us have backed a project 
he is not sure about." 


SANJEEV 'BOBBY' CHAWLA, 
HEAD, FILMS, RED CHILLIES 
ENTERTAINMENT 


"We are blessed that we are part 
of SRK's company... but the flip 
side is that there is pressure 
because of the brand name we 
carry with us.” 





just work hard but each of them 
thinks of the business as their own. 
They think of ways to improve mat- 
ters, not just like employees work- 
ing to a mechanical plan. 


What are the key goals you have 
set for yourself and your 
businesses over the next three 
to five years? 

The past four years have been spent 
starting new businesses. The baby 


steps are over. The next couple of 


years will be crucial. I have set two 
basic agendas: First, | need to 
consolidate my existing businesses 
before getting adventurous again. 
Second, personally, | need to get more 
professional as an entrepreneur... 
learn to sound like one at least 
(laughs) and be a bit more hands- 
off—in a sense worry less if things 
are going okay or not—so that I can 
spend more energy building the 
creative side. After all, whatever we 
do, will be in the creative field. 


Hollywood studios such as Walt 
Disney have evinced interest in 
picking up stakes in Red Chillies. 
How open are you to the idea of 
such partnership and stake 
sales? 

I like my things to be mine—well, 
at least till I am able to prove that I 
have done most of what I set out to 
achieve. I like to invest in my own 
stuff! (Laughs). I also look at it from 
the other person's perspective and I 
can never look into your eyes if I 
have lost vour money. When I am 
sure I will not lose any money in 
business X, Y or Z. | may want a 
partner. Not now. 


As an actor and entertainer, 
what is your view on involving 
your family in your career? 

Of course, | am an actor and an en- 
tertainer, first and last. But I am 
strangely formal with my family. 
And I never bring my family on the 
sets because I can never act in front 


of them. I say this with due respect to 
many of my women co-stars who 
bring their moms to the sets—1 know 
they need the security or the feeling 
that they have people around. I have 
never really told my children how | 
do what I do. Being a movie star is a 
strange part of my life that my family 





"| have set two basic 
agendas: First, | need 
to consolidate my 
existing businesses 
before getting 
adventurous again. 
Second, personally | 
need to get more 
professional as an 
entrepreneur..." 


does not know about. I think the 
Discovery Travel & Living docu- 
mentary (Living with a Superstar— 
Shah Rukh Khan) is the first attempt to 
bridge that gap. I saw some of the 
episodes after they were edited and I 
am really glad about what I've said 
about my wife and my family and 
my sister—things I will never be able 
to say to them directly. | am strangely 
formal with my family. I have still 
not opened my wife's cupboard. I do 
not open her handbag. I knock on my 
kids' door. My wife says "Are you 
mad: "—she is a Punjabi—"Why are 
you knocking. Just enter." But I can't 
get into personal spaces. 


What is the next business 
opportunity that you see? 

[ am an entertainer. So, it has to be in 
that genre. I understand only that. 
[Internet is one of the possible 
options. But not immediately. 9 
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PRITISH NANDY 


CHAIRMAN, PRITISH NANDY COMMUNICATIONS 


Failures Make a Businessman, 
Success Makes a Star 





No one allows a 
big star to make 
mistakes or to 
fail. Whereas 
business is 
actually a series 
of successes 
and failures. 
The skill lies 

in quickly 
setting your 
failures right. 
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What does sRK bring to his business? 
What does any star bring to his business? 


hree simple things, I guess. One: 
Charisma which rubs onto the 
brand he is trying to build. (Unless he 
is trying to build a brand that is in direct 
conflict with his popular imagery. You 
can't have Salman setting up a vegetarian 
restaurant. Govinda starting a clothing 
line is a clear no-no, Shiney Ahuja, a lingerie 
brand? A terrible idea.) Two: Access, which 
every star has. Doors open up for most 
stars. Open doors bring many opportunities. 
SRK can walk into any sponsor's office and 
there will be a multi-crore deal waiting for 
him to be picked up. He can walk into any 
bank and they will lend to him, if only to 
have him on their client list. Three: Grit. SRK 
brings to his business his very impressive 
zero to hero track record. That shows grit, 
determination and, above all things, the 
ability to cope with adversity, challenge, 
problems and win. What more can any 
investor ask for? 

So, if you ask me, Shah Rukh can enter 
any business of his choice. His charisma, his 
access and networking, his track record 
will all work overtime to ensure he gets the 
funding he requires, the opportunities he 
needs, the talent he wants, and the scale he 
hopes to achieve within the quickest possi- 
ble time. But then, he must also make it 
work. Expectations from superstars are as 
tough to meet as expectations from 
Superman. Everyone thinks they can work 
miracles. And, that too, overnight. So while 
they are all ready to back srk, they will 
expect him to perform way beyond what 
they would expect others to perform. And 
since that's not easy to do, they could get eas- 
ily disappointed if he does not live up to 
their unreal expectations. 

Now add to that the media. The media 





2010 


will closely scrutinise every step sRK takes. His 
every move will be discussed, analysed, ex- 
amined threadbare, argued over in open 
fora. He will have his supporters and his 
critics but his supporters, to begin with, 
will far outnumber his critics. Till he makes 
his first mistake. Then his critics will grow 
and his supporters will begin to change 
their mind. ABCL was a great example. 
Everyone who thought Amitabh Bachchan 
could do no wrong jumped onto his band- 
wagon of critics the moment ABCL made a 
few small mistakes. He never really got a 
chance. One error of judgement, his in- 
vestment into the Miss World pageant, 
shook the very foundations of his business 
overnight. For no reason, apart from the 
fact that he was such a big star and no one 
allows a big star to make mistakes or to 
fail. Whereas business is actually a series of 
successes and failures. The skill lies in quickly 
setting your failures right and building on 
your successes. 

But will the media allow a star to commit 
mistakes? Will investor expectations ac- 
commodate the occasional failure? Will fans 
allow their favourite heroes to slog like com- 
mon mortals to achieve the goals 
entrepreneurs set for themselves, at the pace 
they set? You can't expect miracles. You 
can't expect SRK to become #1 in every 
business he enters even though he may 
cheerfully sing "I am the best, I am the best, 
| am the best". You can't expect his every 
business project, like his every movie, to 
succeed. And, above all, vou can't expect him 
never to falter, never to miss a step, never to 
take a wrong decision. For that is what 
business is all about. All the many wrongs 
make that one right which takes you to the 
top. But will the media understand that: 
The fans? Will they have the patience, the 
forbearance, the understanding to allow 
him what it takes to succeed? © 
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will demand high performance, lightweight and faster solution: 





Saint-Gobain Gyproc with its global expertise and knowledge of construction products offers world class solutions for ceilings and walls. Through a 
state-of-the-art Gyproc Solution Centre it provides architectural design support, systems engineering, performance warranties, training and on-site 


technical support. This is well supported with 4 manufacturing facilities, 3 drywall academies and a service network spread across the length and 


breadth of the country. 











Gyproc Range of Products: Gypsum plasterboards, high performance drywalls, acoustical ceilings and wall panels, gypsum plasters, metal 
framework and finishing products. 


For more details: Call us at +91 22 4021 2121 or email us at: gyprocindia@saint-gobain.com or visit us at: www.saint-gobaingyproc.in 
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imagination. Showcased — The Monster Worldwide Office, Prague, Czech Republic, a complex 


architectural design created by integrating Gyproc's high performance products. 
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IPL spelt big bucks right from its birth. But in 2010, the league 
has taken a big leap forward and the business is set to explode 
by the time IPL 4 comes around. anusia SUBRAMANIAN WITH DHIMAN CHATTOPADHYAY 
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Players for IPL Enterprise — | 
Cricket Matches Teams Auction - _ IPL Brand Valuation .. Valuation | 
wniimited  IPL3P 60 3 66 $311 m-plus $2.01b | 
igger on 
&eycut IPL4> 94 10 300 50%more 50% more 
\ (Approx.) 





Valuation Source: Brand Finance 
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hen West Indies T20 
specialist Keiron Pollard 
was snapped up b 
Mumbai Indians dur- 
ing the January 19 auction for the 
third season of the Indian Premier 
League, or IPL 3, team boss Mukesh 
Ambani reportedly coughed up $1.8 
million (Rs 8.3 crore) for the bats- 
man after three rival teams exhausted 
their original bid amount of $750,000 
(Rs 3.4 crore). Under PL rules, the 


bid amount was not disclosed but, if 


the number is true, it would make 
Pollard the most expensive iPL player 
to date. Much more than the $1.55 
million (Rs 7.1 crore) each that 
Chennai Super Kings paid for Andrew 
Flintoff and Bangalore Royal 
Challengers for Kevin Pietersen, who 
were paid top dollar, in 2009. 

If this is an indication of the success 
of irt. 3 even before the season has be- 
gun, then things can only go one way: 


^, 


Taste the thunder: 8 
Deccan Chargers rejoice .— 


after winning IPL 2 1 





up. "In Seasondll, PL s earnings c uld 
cross Rs 700 crore—over Ks 200 crore 
more than what it earned in Season I] 
And though it's early days, IPL 4 will see 
a big jump in revenues as well, says 
an official of the Board of Control lot 
Cricket in India (pcci), the mover be- 
hind (pL, on condition of anonymity 
UK-based Brand Finance had 
valued the PL enterprise at $2.01 
billion (Rs 9,200 crore at current rates 


for Season-IL; sources indicate this val 
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CURRENT VALUE: CURRENT VALUE: CURRENT VALUE: CURRENT VALUE: 
$39.2 million $39.4 million $42.1 million $34.8 million 

STAR PLAYERS: STAR PLAYERS: (from Season-ll) STAR PLAYERS: 
Virender Sehwag, M.S. Dhoni, STAR PLAYERS: Adam Gilchrist, Andrew 
Gautam Gambhir, A.B. De Matthew Hayden, Sourav Ganguly Symonds and Kemar 
Villiers, Daniel Vettori, Mike Hussey, (original icon player), Roach (new signee for 
Tillakaratne Dilshan and Andrew Flintoff, Chris Gayle, Shane Bond $720,000) 

Wayne Parnell (new vi oe SPONSORS:  — ^ ^ SPONSORS: 

signee) rouse an Tag Heuer, Belmonte, Deccan Chronicle, 
SPONSORS: SPONSOR: Airtel, Nokia, The Odyssey, Puma, 

Hero Honda, Kingfisher Aircel Telegraph, Sprite, Kingfisher and 
Airlines, Royal Challenge, PROFITABILITY IN Planet M McDowell's 
Coca-Cola and Adidas SEASON-II: PROFITABILITY IN PROFITABILITY IN 
PROFITABILITY IN Profitable SEASON-II: SEASON-II: 

SEASON-II: Profitable (Rs 21.8 crore) Profitable Profitable 

(Rs 35.1 crore) (Rs 25.8 crore) (Rs 14.8 crore) 


Common revenue streams for the teams are’ Broadcasting rights, ticket sales, sponsorship associations, in-stadia advertising, merchandise sales, and media tie-ups 


Valuations are for Season-ll 


uation could increase by 50 per cent. 
With two new teams, a base price 
of $225 million for the teams ($113 
million higher than the most expensive 
team at present) and over 300 players 
set to go under the hammer in October 
2010, tpt 4 is sure to get bigger. 


It's All About the Money 
The cash-spewing innovations have 
already started: Apart from 1v rights, i. 
will also rake in the moolah from the- 
atrical rights. This year, iri. Chairman 
and Commissioner Lalit Modi has raked 
in almost $70 million (Rs 330 crore) by 
selling theatre-screening rights of the 
tournament to Entertainment Sports 
Direct. which, in turn, has partnered 
with uro Moviez to screen irr. matches 
in HD quality in SOO screens across 
the country. Sanjay Gaikwad, cro, uro 
Moviez, expects box office collections 
from the PL matches to touch Rs 30 
crore in season-III. Says Gaikwad: 
"This is probably the first time that 
any sports league is leveraging this 
aspect of the business." The semi-finals 
and finals will be screened in 3D, a 
first for sporting events. 

IPL will also have an awards 
ceremony from this year, based on 56 
League games, Colors. the general en- 
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tertainment channel, will telecast the 
awards night, after-match parties, 
events, fashion shows and related 
events. Says Modi: "We will give every 
type of viewer something to watch. 
Fashion, Bollywood and cricket will 
all be merged. Our partnership with 
Colors takes the PL "cricketainment" 
quotient into a new orbit.” The revenue 
of the tie-up will go to the franchises, he 
says. Then there is the online stream- 
ing of matches on YouTube in a deal 
with Google (see Marketing Machine). 
Rohit Gupta, President, Network 
Sales, Licensing and Telephony. Multi 
Screen Media, the holding company of 
broadcaster sr’ Max, says. "With IPL 
back in India, we started sales in mid- 
2009 so that marketers have enough 
time to create and plan extensive cre- 
ative or marketing communication." 
SET Max is commanding a pre- 
mium of 20 per cent on advertise- 
ments over last year’s edition. The 
broadcaster is commanding Rs 5 lakh 
for a 10-second ad spot for the 
matches. Last year, the average cost of 
a 10-second ad spot was about Rs 
3.75 lakh. While 80 per cent inventory 
has been sold, the balance has been 
kept aside to be sold at a premium 
when the tournament is at its peak. 


Source: Brand Finance, HFL Research 


Vedam Jaishankar, Bangalore- 
based cricket analyst and author of 
Rahul Dravid's biography, says Modi 
has played a masterstroke this year. 
"The tickets for hospitality boxes will be 
sold at a minimum of Rs 50,000 each. 
Besides getting hospitality during the 
match, these people will be invited to 
the after-match parties," says he. 

The financial success of irt. 3 even 
before the matches start in February is 
luring new business into the league. 
Signs of PL's growing net worth were 
evident as early as February 2009 
when Rajasthan Royals, the irt. cham- 
pions in Season-I, sold a 12 per cent 
stake in their franchise for around Rs 
70 crore, valuing the franchise at a 
shade less than Rs 600 crore , or nearly 
double the $67.5 million paid a year 
ago Lo acquire the franchise. 

For Season-IV, the auctions for 
two new teams will be held by the end 
of February (eight months before the 
October auction for 300 players) with 
a base price of $225 million (Rs 1.035 
crore) each. This is more than dou- 
ble the value of the costliest team cur- 
rently—Mumbai Indians at $111.9 
million (Rs 514 crore). All eight fran- 
chises will be given the choice of re- 
taining any six players (four Indians 
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CURRENT VALUE: CURRENT VALUE: CURRENT VALUE: CURRENT VALUE: 
$41.6 million $36.3 million $37.4 million $39.5 million 

STAR PLAYERS: STAR PLAYERS: STAR PLAYERS: STAR PLAYERS: 
Sachin Tendulkar, Sanath Kumar Sangakkara, Rahul Dravid, Anil Shane Warne, Shane 
Jayasuriya and Kieron Yuvraj Singh, Shaun Kumble, Kevin Watson and Graeme 
Pollard (new signee) Marsh and Irfan Pathan Pietersen, Jacques Smith 

SPONSORS: SPONSORS: Kalis SPONSORS: 
Reliance Industries, Idea Emirates Airlines, SPONSORS: Ultratech (main 
Cellular, Mastercard, Dabur, Reebok, Gulf Oil Royal Challenge, Sponsor), Kingfisher, 
Royal Stag, Kingfisher, Corp. and Netlink Blue McDowell's and Puma and Paras 
Zandu Balm, Pepsi and PROFITABILITY IN Bagpiper Pharma 

Adidas SEASON-II: PROFITABILITY IN PROFITABILITY IN 
PROFITABILITY IN Profitable SEASON-:II: SEASON-II: 
SEASON-II: (Rs 26.1 crore) Profitable Profitable (Rs 35.1) 
Profitable (Rs 7 crore) (Rs 8.1 crore) 


Common revenue streams for the teams are: Broadcasting rights, ticket sales, Sponsorship associations, in-stadia advertising, merchandise sales, and media tie-ups 
Seasori 


Valuations are for 


and two foreigners) they want. 

IPL boss Modi, however, remains 
tightlipped when asked if a base price 
had been fixed for the players. “Nothing 
has been decided yet. The modalities for 
Season-IV auction are still being 
worked out,” he says. 


Long-term Play 

Guarded though Modi is, it hasn't 
stopped speculation on some big names 
who are said to be interested in buying 
new teams. The names of Hero 
Honda's Pawan Munjal, Sahara's 
Subroto Roy and ApAG's Anil Ambani 
are already doing the rounds. 

In a recent interview with 
Business Today, Munjal, the Managing 
Director of Hero Honda, had said he 
wasn't interested in the outright pur- 
chase of an PL team for the time be- 
ing. "We are associated with cricket at 
many levels. In the rrr. we are the main 
sponsors of the Delhi Daredevils (with 
whom Hero Honda signed a three- 
year contract worth Rs 55 crore in 
2008) as well as being a partner with 
IPL. We are also associated with the 
International Cricket Council (icc) as 
one of their global partners," says 
Munjal, adding that buying a team is 
something the company hasn't 
thought about. 
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That may change as October 
nears and if ip. 3 lives up to its prom- 
ise of a money spinner. Sources sug- 
gest that Munjal is interested in own- 
ing a team in his personal capacity. 

Others too are unwilling to commit 
themselves. Sahara sources said they 
were weighing various options and 
would "decide about buying a team at 
an appropriate time". Still, over 30 
companies and individuals have 
shown interest in buying the teams 
so far. What is luring them to IPL? 

Says Vivek Gupta, M&A Partner at 
BMR Advisors: "irr. has turned out to be 
a huge media property... It is not to feel 
good or boost their egos that they 
want to own a team. It is a for-profit 
venture that is drawing them. It's a 
long-term play." Adds Mahesh Ranka, 
General Manager of sports marketing 
firm Relay Worldwide India: 
“Companies are encouraged by what 
iPI. has delivered. What the very high 
base price will do, though. is keep out 
people who are not serious... whose 
funding is not strong. Also, iPL has 
shown how a sport, if marketed well, 
can be profitable over time.” 

Brand Finance had valued the 
teams alter Season-II, taking into ac- 
count various revenue lines. Among 
the eight teams, Kolkata Knight Riders 


Source: Brand Finance , FL Research 


(KKR) was ranked at the top with a 
brand value of $42.1 million (Rs 193.6 
crore), followed by Mumbai Indians 
($41.6 million or Rs191.3 crore), 
Rajasthan Royals ($39.5 million or 
Rs 181.7 crore), Chennai Super Kings 
($39.4 million or Rs 181.2 crore), 
Delhi Daredevils ($39.2 million or Rs 
180.3 crore), Royal Challengers 
Bangalore ($37.4 million or Rs 174 
crore), Kings XI Punjab ($36.3 million 
or Rs 167 crore) and Hyderabad 
Deccan Chargers ($34.8 million or 
Rs 160 crore). 


The Super 8: Bigger and Bigger 
Whatever doubts remained after some 
teams did not make a profit in Season- 
I were laid to rest at the end of Season- 
II. when almost all teams were in the 
black. Rajasthan Royals, despite 
having lost in the semi-finals, clocked 
profits of Rs 35 crore in Season-II. This 
season, the Royals have set aside a 
budget of over $1 million (Rs 4.6 crore) 
for just marketing and promotions, 
says Manoj Badale, co-owner with 
Bollywood actress Shilpa Shetty's fam- 
ily, Rajasthan Royals. 

Similarly, KKR, despite ending last in 
2009, clocked profits of Rs 25.8 crore. 
The team, owned by superstar Shah 
Rukh Khan, expects to do well this 
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The Fidelity Tax Advantage Fund is the ICRA 
Gold Award winner or Best Fund in the ELSS category 
for the year 2008. The fund has also been selected 
as the 5-Star ELSS fund by Value Research and has 
been ranked CPR-1 by CRISIL for the sixth consecutiv 
INVEST NOW | Gi Afi 
quarter ending September 2009. Wouldn't you say 


choosing the Fidelity Tax Advantage Fund as your 


tax saver is choosing the best? 


TAX ADVANTAGE FUND Past performance is no guarantee of future results 





SAVE YOUR INCOME FROM TAX 





CONTACT | YOUR ADVISER = 5 
rM 
CLICK | WWW.FIDELITY.CO.IN a a ll 
CALL | 1800 2000 400 INTERNATIONAL 
Ranking Methodology: Fidelity Tax Advantage Fund has been ranked as a Seven-Star/Best Fund in the category of "Open-Ended Equity Linke 
schemes for its 1 year performance till December 31, 2008. The rank is an outcome of an objective and comparative analysis against various paramets j Kad 
return, fund size, company concentration, portfolio turnover and liquidity. The ranking methodology did not take into account entry and exit load 
were 17 schemes considered in ‘Open-Ended Equity Linked Savings Scheme (ELSS)' category for the ranking exercise. The rank is neither a certificate of statutory 
nor any guarantee on the future performance of Fidelity Tax Advantage Fund. Ranking Source & Publisher: ICRA Online Limited. CRISIL CPR-1 Ranking Source: CRISIL Fund 
Services, CRISIL Limited. Ranking Methodology: The composite performance of Fidelity Tax Advantage Fund Scheme is "Very Good" in the Open-Ended Equil 
Savings Scheme Category, and ranks within the Top 10% of the 25 schemes ranked in this category. The criteria used in computing the CRISI posite Perl ince Ra 
Superior Return Score, based on NAVs over the 2-year period ended September 30, 2009, Concentration and Liquidity of the scheme. The met! iy d t take 
account the entry and exit loads levied by the scheme. The CRISIL CPR is no indication of the performance that can be expected from the scheme future. Source for 5-Star 
Ranking: Value Research Fund Ratings are a composite measure of historical risk-adjusted returns. In the case of equity funds, this rating is based on the av e monthly retur 
for the last 3-year and 5-year periods. These ratings do not take into account any entry or exit load. Five-stars indicate that a fund is in the top 10 per ce ts category in ti 
of historical risk-adjusted returns. 24 open-ended Equity: Tax Planning Funds were rated as on November 30, 2009. Value Research Fund Ratings are subject 1 je 
month. The Rating is based on primary data provided by respective funds; Value Research does not guarantee the accuracy. Scheme Classification: A i led : 
linked savings scheme. Investment Objective: To generate long-term capital growth from a diversified portfolio of predominantly equity and equity-retate ties. * Loads 


- Exit: NIL. No Exit Loads/ CDSC will be chargeable in case of switches made between different options of the Scheme. No Exit loads wil! be charg f | 
allotted on account of dividend reinvestments; and (ii) Units issued by way of bonus, if any. Risk Factors: Mutual funds, like securities investments, are subject to market risks 


. and there is no guarantee against loss in the Scheme or that the Scheme's objectives will be achieved. * As with any investment in securities, the NAV of the Units issued 


under the Scheme can go up or down depending on various factors and forces affecting capital markets. * Past performance of the Sponsor/the AMC/the Mutual Fund 
does not indicate the future performance of the Scheme. * Fidelity Tax Advantage Fund is the name of the Scheme, and this does not in any manner indicate the quality 
of the Scheme, its future prospects or returns. * Units issued under the Scheme will not be redeemed until the expiry of 3 years from the date of their allotment, thus 
restricting the ability to realise returns on such investments for the first 3 years. * Please read the Scheme Information Document and Statement of Additional 
Information carefully before investing. Please consult your tax adviser before investing. Statutory: Fidelity Mutual Fund (‘the Fund’) has been established as a Trust 
under the Indian Trusts Act, 1882, by FIL Investment Advisors (liability restricted to Rs. 1 Lakh). FIL Trustee Company Private Limited, a company incorporated under the 
Companies Act, 1956, with a limited liability is the Trustee to the Fund. FIL Fund Management Private Limited, a company incorporated under the Companies Act, 


1956, with a limited liability is the Investment Manager to the Fund. Fidelity, Fidelity International and Pyramid Logo are trademarks of FIL Limited CI01423 








IPL Valuations and Revenue Streams 


According to a Brand Finance study done during Season-ll, the 
IPL as a standalone brand has a value of over $311 million and 
the entire enterprise value that includes its franchises is valued 
at $2.01 billion. This is expected to have risen considerably, 
with some estimating a 50 per cent jump. 


Revenue Streams 
e Broadcasting rights to Multiscreen Media and World Sport Group for 10 years for 
Rs 8,700 crore. 


€ Global theatre-screeing and Public Venue rights sold to Entertainment Sports 
Direct for Rs 330 crore for 10 years. Revenues split 50:50 between ESD and in. 


e Online streaming rights sold to Google/YouTube for an undisclosed sum. 


e Central sponsorship revenues (Revenues are split between BCCI and the teams): 
DLF, Hero Honda, Pepsi, Citi, Vodafone, Kingfisher have been tied up for varying 
periods with iet, at approx. $25 million a year. 


e franchise fees: Rs 333 crore per year. 


Central Sponsorship 
Revenues 


Year BCCI Teams 
1-10 40% 60% 
For the first 3 years, each team 
gets an average of Rs 9 crore 
in Central sponsorships. 


Central Broadcasting 
Revenues 


L: 


Kd Malt 
u^ CK t 


Teams 
80% 
70% 
60% 


For the first 3 years, each 


team Gets around KS 61.5 


crorein broadcasting fees. 





season, although KKR officials are reti- 
cent. "Dur main ambition this vear is to 
make it to the semis. So you can say on- 
field performance will be target #1,” 
says Team Director Joy Bhattacharva. 

Delhi Daredevils and Kings XI 
Punjab have tied up with book- 
myshow.com for sale of tickets online. 
"The stadium is a key source for rev- 
enue and we have had to put tech- 
nology and systems in place to ensure 
minimal erosion through pilfering." 
says Mohit Burman, co-owner, Kings 
XI, and a director at Dabur India. The 
team is spending around Rs 4 crore this 
season on marketing. 

After having clocked profits of 
Rs 23.3 crore, Delhi Daredevils is 
expecting to improve matters in 
Season-IlI. The team's GM Marketing 
P. Phaneendra expects 90 per cent of 
tickets for its matches to be sold 
through bookmyshow.com. Ditto. 
Chennai Super Kings. With the share 
of central sponsorship remaining un- 
changed, a team's profits depend on 
sponsorship and ticket sales. "On both 
these accounts we plan to do better so 
our profits should be a lot higher than 
the first two editions of iP," says Rakesh 
Singh, GM, India Cements and 
spokesman for the Chennai team, the 
runners-up in Season-l. 

Some owners, however, do not agree 
with an India Infoline Research report 
that suggests all teams are profitable. 
Burman says while teams did make 
money in Season-IL becoming “a prof- 
itable company” is still some distance 
away for all franchises. Kings XI hopes to 
reach operational break even in 201 1 
and then look forward to profits. 


PE Deals on the Horizon 

The question now being asked is: do 
these valuations and the profitability 
mean fertile ground for equity deals: 
“The valuations look attractive," says 
Rajesh Jain, KPMG India's National 
Industry Director for Information, 
Communications and Entertainment 
(See ipl: How Big Can It Get). According 
to Jain, some private equity (PE) firms 
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have already shown interest in the 
teams though others such as Gupta of 
BMR Advisors says such firms take a 
long term, 5-7 vear view. 

Many teams are evaluating options 
to unlock value. Some PE funds like 
New Silk Route, Actis and rPG have 
shown interest in KKR and Kings XI 
Punjab. According to analysts. Deccan 
Chargers, Royal Challengers and 
Chennai Super Kings, which are part 
of listed companies Deccan Chronicle, 
UB Spirits and India Cements respec- 
tively, have been valued at $150 
million (Rs 690 crore) each. Ahead 
of iPL 3 and 4, that could climb to 
$250 million (Rs 1,150 crore). 

India Cements is also not willing to 
hive off its PL property from the listed 
company. Singh says, "Chennai Super 
Kings is a property of India Cements. It 
will remain so. Whatever value it gen- 
erates will remain within India 
Cements."On stake sales, Kings XI's 
Burman and KKR cmo Shah Rukh told sr 
they were not considering such 
options. "There may be a need for a 
rethink if the team's performance does 
not improve in season 3 and 4," he 
added. But there are risks and chal- 
lenges in terms of maintaining the 
heightened interest to keep the PL alive 
all through the vear, explains M. Unni 
Krishnan, Country Head of Brand 
Finance in India. "...There are other 
T20 brands from other cricketing na- 
tions emerging and so will face com- 
petition in the coming years,” he says. 

For the franchises, Relay 
Worldwide's Ranka says the chal- 
lenges lie in how they take advantage 
of the tournament. "The brands as- 
sociated with PL have not understood 
how to leverage the scope and scale of 
IPL" in a cricket-crazed nation, he says. 

If the current interest in IPL is any- 
thing to go by, that may soon be a 
thing of the past and PL may be talked 
about in the same breath as the Super 
Bowl and English Premier League. 

WITH INPUTS FROM KUSHAN 
MITRA, N. MADHAVAN AND 
K. R. BALASUBRAMANYAM 
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Marketing Machine 


e is shrewd, super confident and has no qualms about making us wait for over 
H five hours before he decides to meet us. He is none other than Lalit Modi, the 

man behind the unprecedented success of the Indian Premier League. He is 
busy running in and out of meetings amidst hosting two press conferences-one to 
announce IPL's tie up with Google for online streaming of ip. Season 3 matches live 
on YouTube and the other with the International Hockey Federation (FIH) to advance 
the timing of their first match on March 13 to avoid a clash with the final of the Hero 
Honda FIH Hockey World Cup in New Delhi. 

More than anything, Modi is happy that IPL is back in India this year. He says, 

"This year our theme is Back in India. And we 


want to make the most of it." When youspeak — "Controversies are 

to Modi you realise he is well aware of whathe — part of our business 

has created. He knows he has an incredibly but our job is clearly to 

successful product in the IPL. "Anything wedo bein your face and be 

is all about marketing. My job clearly is do there all the time" 

things that are extraordinary and think out of aiit Modi éiuomdon ts 

the box," says Modi. The Google partnership Chairman and Commissioner, 
Indian Premier League 


for online streaming of IPL on YouTube is one 
of his most significant victories. "| have never 
done anything like this before. It's a paradigm shift. Imagine, Google could have 
approached any sporting event, the NBA or the EPL (English Premier League) but 
they chose IPL for their first live sports broadcast on YouTube," Modi adds. Another 
first to his credit is the selling of global theatre-screeing rights of IPL for 10 years to 
Entertainment Sports Direct for Rs 330 crore and screening of the semi-finals and 
final matches in 3D format. 

Modi does not shy away from controversy either. Take, for instance, the recent 
flap over leaving out Pakistan players during the Season-lll IPL auction. "At times 
when we do things they are considered to be controversial. Again we don't do things 
to create controversies. Controversies are part of our business but our job is clearly 
to be in your face and be there all the time," he explains. 

Then, he is also seen as very competitive and a fast decision maker. When the 
Indian government could not guarantee security for players in Seasorrll due to the 
general elections, he took a decision almost overnight to take IPL to South Africa . 
This ability to pull out off difficult situations is rooted in his wide networks; impor- 
tant people are just a phone call away. Kunal Dasgupta, former CEO, SET India, who is 
currently consulting him on broadcasting, says: “I am there whenever he needs me." 
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IPL: How Big Can It Get? 


create a property that has generated 

considerable audience excitement and me- 
dia viewership and has the economic muscle big 
enough to sustain all components of the IPL 
value chain—broadcasters, franchise owners, 
BCCI and the players. With the iP. coming back 
to India for its third edition, and the fourth 
edition likely to witness the auction of two 
more teams, the tournament is likely to expand 
the addressable market in terms of advertising 
revenues. At present, the central broadcasting 
revenues, revenues earned by the gcc and each 
franchise from seT MAX, the television broad- 
caster, typically are the largest chunk of rev- 
enues. The addition of two new teams in the 
fourth season will increase saleable airtime and 
consequently advertising revenues for broad- 
casters since the number of matches will 
increase from 59 to 93. 

The second source of revenues comes from 
central and individual sponsors spending 
currently Rs 1 5-20 crore for each sponsorship 
slot. The expansion ofthe league coupled with 
increasing audience interest is expected to in- 
crease the value of these slots in future seasons. 

Local sponsorships, too, have added to the 
top line of the franchisees. Franchises have 
resorted to two types of sponsorship deals— 
fixed amount and barter deals. The wide reach 
of IPL, especially in the "hard to reach" youth 
and males target group, and the presence of 
iconic players and Bollywood stars in the 
various teams will continue to drive sponsorship 
income for the individual teams in the future. 

In Season-l, ticket sales accounted for as low 
as 7 per cent of total revenues to around 15 per 
cent of total revenues for various teams, In sea- 
son 2, most teams had planned an increase 
in their ticket prices and had intentions of ap- 
plying a strict “no free tickets” regime. With the 
tournament moving to South Africa, the efficacy 
of these strategies could not be tested. 

Season-III will witness teams focussing on 
this aspect and making all efforts to enhance this 
revenue stream. Internationally, ticket sales 
account for 15 per cent to 20 per cent of total 


I n the past two seasons, IPL has managed to 





revenues as a result of premium ticket sales and 
corporate boxes in addition to normal ticket 
sales. Infrastructure upgradation to improve the 
viewer experience is a must and the Bcc needs to 
work with the stakeholders to make this happen. 

The sale of theatrical rights and licensing 
agreement with a leading general entertain- 
ment channel would add to the stream of 
revenues for the Bcci and each franchise. 
Licensing and merchandising is unlikely to be 
a major revenue stream in the near term, since 
this market is still nascent in India. With or- 
ganised retail constituting only 7 per cent of the 
total retail market, an important supply chain 
enabler for merchandising is undeveloped. 

On the costs side, the franchisee fee payable 
to BccI forms a large chunk of operating ex- 
pense for each team. However, with the re- 
serve price for the two new teams fixed at $225 
million (Rs 1,035 crore) each against $50 mil- 
lion (Rs 230 crore) each for the first auction, the 
franchisee fee for new teams is expected to be 
much higher and a major proportion of the 
total cost. 

Player fee is the other major cost element for 
the teams. With two additional teams in Season 
-IV leading to increased demand for players 
and the existing contracts expiring at the end of 
Season-III, player salary costs will be a key 
factor that will influence profitability for the 
franchisees. The current IPL contracts of the 
players with individual teams expire in 2010. 
The salary contract rules, post-2010, have 
not yet been decided by PL. The PL auctions of 
2008 and 2009 had salary caps of $5 million 
(Rs 23 crore at current rates) and $2 million (Rs 
9.2 crore) respectively. The salary model that 
IPL opts for post-2010 will be a key factor in es- 
timating operating costs for each franchise. 

The PL has proven that it has the ability to 
capture the imagination of not only the Indian 
public but also the world cricket lovers at large. 
Its challenge will be to sustain this early 
advantage through innovative marketing and 
targeting of new audiences. Also, key will be the 
ability of the league to tap revenue streams 
that have remained largely untapped. © 





The IPL's 


revenues are 
booming but 
with some 
higher costs up 
ahead, its 
challenge will 
be to sustain 
its early 
advantage 
with innovative 
marketing 

and targeting 
of new 
audiences. 
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MTV converts its "viewers" into "users" by transforming its 
programming and, therefore, its business model. ANUSHA SUBRAMANIAN 








It's Not Just 
Rock 'n' Roll 


MTV's content mix 
has changed... 
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..and more revenue streams have come along. 
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hen Mtv, a us cable Tv 
network, was launch- 
ed in 1981, it did for 
video-based music 
what Woodstock did 
for music festivals in 
1969—each captured the imagina- 
tion of audiences (albeit of a totally 
different kind). Mark Knopfler, the 
frontman of British rock band Dire 
Straits, wrote what inadvertently bec- 
ame the biggest promo for MTv when 
he sang "I want my MTV” in the song 
Money for Nothing in the mid-80s in a 
then-groundbreaking computer- 
generated music video. 

By 1996, mtv, with its over-the-top 
videos and video jockeys (vjs) was on 
Indian television. Over the years, it 
gradually localised its content to inc- 
lude more India-based programmes. 
Since then, however, much has 
changed. Today. MTV India isn't just 
about back-to-back music videos; 70 
per cent of its content is non-music, 
ranging from relationships to fash- 
ion to sports to campus. But even 
more radical shift is the one beyond ‘rv 
itself, which is reflected in the multiple 
revenue streams that have opened 
up over the years. In 1996, all of its 





India revenues were coming from sale 
of airtime. Today, that's down to a lit- 
tle over half, with brand solutions, 
content distribution & syndication, 
digital solutions for third-party brands, 
consumer products licensing & mer- 
chandising and talent management 
being some of the new activities that 
bring home the rest of the bacon. 
The upshot? mtv, today, isn't just 
about music and isn't just a chan- 
nel any more—it's a youth brand. 
The brand's mantra today is, "It's 
my MTV", an indicator of how the 
company is attempting to reach out to 
consumers via interactive platforms 
like the mobile and the web. 

While most rv broadcasters treat 
viewers as “consumers”, MTV wants to 
treat them as “users”. That's because 
the channel feels that the "viewer" is 
dying, while the "user" is the new- 
age breed that is not just consuming 
TV, but is also mobile and online. 
Result? "Music Television", the two 
words that ran below its logo. were 
dropped in October 2009, thereby 
completing the makeover that began 





two years ago. 
Says Haresh Chawla, Group cro, 
Viacom18 Media, a joint venture 


(From L-R) Sandeep Dahiya, Haresh 
Chawla, Aditya Swamy & Ashish Patil: 


wr "o MTV M "Mouth "rape" 
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REDEFINING YOUTH TELEVISION 
MTV has topped the youth GEC space with its channel share in the last four weeks of 2009 averaging 17.3 per cent. 





JUNE '09 181 ^ 185 
JuY'O9 . 158 165 
AUG. '09 18.1 17.3 
SEPT.'09 168 v" 
OCT. ‘09 179 16.6 
DEC. ‘09 17.3 16.4 


TG: CS 15+yrs Market: Hindi speaking Figures in per cent 


between the us-based Viacom Inc. 
and Network18, which has, besides 
MTV, Nickelodeon, vH1, Colors and 
Studio 18 in its stable: “We have been 
continuously evolving our offerings to 
the audience to make the brand rele- 
vant beyond music and TV. Five years 
from now, we see (the emergence of) 
“MTV Everywhere”"—across all screens 
and product categories that youth 
engage in, as well as platforms.” Media 
Partners Asia, the Hong Kong-based 
media research firm, estimates that 
MTV, Nickelodeon and vul will gener- 
ate Rs 160 crore in revenues in the 
current fiscal, with wrv accounting 
for more than 60 per cent of this. MTV 
makes up for roughly 20 per cent of 
Viacom18's top line. Its operating 
margin is estimated at 20 per cent. 
The core, though, will always be 
TV, where MTV is on its way to becom- 
ing a youth general entertainment 
channel (cec). But music on the chan- 
nel will reduce even further, to around 
a quarter of total content, says Ashish 
Patil, GM, MTV India, and Senior vp 
(Creative & Content). “MTV is born of 
music, inspired by music, driven by 
music, but not limited by music. Today. 
14 per cent of cec programming is 
music-oriented and that is eating into 
the share of music channels. So, there 
is a need to expand both for revenues 
sake as well as from a programming 
perspective." adds Patil. The treat- 
ment of music could also be different, 
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as Rock On, a recent reality show on the 
making of a band, revealed. 

Such a positioning has helped rv 
emerge a leader in the youth GEC space, 
although the likes of Bindass (from 
the urv stable) and Zoom aren't far 
behind (see Redefining Youth Television). 
Increasingly, however, channel share 
and TV rating points won't be the only 
indicators of «rv India's performance, 
what with its scope of operations 
widening to include Viacom Brand 
Solutions (VBs) and consumer prod- 
ucts. vgs delivers customised market- 
ing solutions for brands, making it an 


instance, there’s the mrv Eyewear 
with Aureole Inspecs, MTV Citibank 
credit & debt cards, mrv Backpack 
Holidays (with travel portal 
Travelguru). Recently, it launched 
MTV music phones in association with 
handset manufacturer MicroMax. 
In addition, rv has its brand name 
on merchandise that stretches from 
towels and bed linen to stationery. 
"What started as an experiment in 
2003 is today a serious business for 
the company," explains Sandeep 
Dahiya, vP (Consumer Products and 
Communications), Viacom 18. 


"Everybody wants a piece of MTV. 
Clients today are... looking to derive 


some value out of us" 
Aditya Swamy, Senior Vice President, MTV/VH1 


ad agency of sorts that makes Tv com- 
mercials. “Everybody wants a piece 
of MTV. Clients today are not seeing us 
as a broadcaster where they can just 
run their 10-second spot commer- 
cials, but are looking to derive some 
value out of us,” says Aditya Swamy, 
Senior VP, MTV/VH1 and vas, which, to- 
day, has some 70 brands on board. 
The consumer products include 
Nickelodeon's merchandise—board 
games, puzzles, toys, apparel and 
footwear. But there's plenty more, 
thanks to a string of alliances. For 


The possibilities seem endless. 
Consider what it can do—and is 
doing—with its veritable factory of 
content: MTV's Digital Music Store will 
be launched to offer paid downloads of 
Hindi and international music from 
1 5,000 songs available. "I want my 
MTV” still rings true—but today, the 
Indian company's brass would want 
millions of youth to “want” not just 
the music videos, but the loads of 
other goodies on offer, too. © 
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A unique business model is helping 
TVS Logistics clock the fastest 
growth in the industry and spread / 


operations across the world. 
N. MADHAVAN 


Two to tango: Dinesh (L) and Ravichandran 
are the architects of TVSL's growth 


E, SENTHIL KUMARAN 
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y the end of the current 
fiscal (2009-10) its rev- 
enues would have grown 
six times—from Rs 168.60 
crore in 2005-06 to Rs 
956.40 crore—a com- 
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7 _ same period it has forged four joint 
fj A ventures (vs and an acquisition 
(Aff, f WRA E A js 
/ A . This is in addition to two jvs at 
oday. it has operations in the 


Le Spain, Germany and Thailand, 
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^^ besides India. Over the next two years, 
Pp 
it expects to be a truly global lo- 
c7 A : A 
gistics service provider in the auto ver- 


tical with revenuestopping Rs 2,000 
crore. Yet, to describe all this as a 
dream run would be an understate- 
ment for rvs Logistics Services Ltd. 
(TVs ja new kid on the logistics block. 

Hived off as a separate company in 
2004 (it was earlier a division of tvs & 
Sons, the parent company of the $3.6- 
billion ‘rvs Group), 7Vst’s rapid growth 
is due to its unique business model 
which has tumed existing practices in 
the logistics industry on its head. 

To begin with, it decided to focus 
only on one vertical, the auto 
industry, despite the fact that the sec- 
tor is a logistical nightmare-—it 
requires handling inventories of hun- 
dreds of non-uniform components 
E and offers the lowest possible yield 
per kg. There are several reasons 
behind this decision. The Tys Group is 
a pioneer in auto component manu- 
facturing, and over the years its 
operations have grown to include 
manufacture of two-and-three wheel- 


ers, distribution and sourcing of com- 
ponents and transportation. “Ina 
way; the domain knowledge was 
available in-house. We understood 
the auto industry very well and were 
best positioned 1o offer innovative 
and tailor-made solutions,” says 
R: Dinesh, Managing Director, Tysk, 

Also, the fast-growing auto 
industry presented a huge potential— 
India is the largest three-wheeler and 
tractor producer, second-largest two- 
wheeler manufacturer, fourth-largest 
manufacturer of commercial vehicles 


"We equated our 


approach not only 
with the MNCs but 
also with TVS’ way 
of doing business” 
R. Dinesh, MD, TVSL 


and ninth-largest car market. Exports 
of auto components have crossed 
$4 billion in 2009 and is set to touch 
$25 billion by 2016 as India becomes 
the global sourcing hub for compo- 
nents. Most important. about 4-7 per 
cent of the auto industry's turnover is 
spent on logistics services. 

"We believed that there was 
enough wastage in the system. By 
working towards removing the 
wastage, we were sure that we could of- 
ler cost-eflective solutions to our clients," 
says S. Ravichandran, President, Tvsi. 
One such innovative solution endeared 
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the company to car manufacturers in 
India and abroad. Typically, 1 50-200 
consignments are required for a day's 
production of cars. This would mean 
200 bills a day and 5,000 a month. TVSL 
devised a system whereby it could de- 
liver all the parts that a car requires 
and bill the manufacturer on a "per 
car basis". This simplified billing: One 
monthly bill instead of 5,000. which re- 


The Model... 


€ Focus on just the auto 
sector. 


€ Optfora non-asset model. 
The company does not own 
a single truck or a warehouse. 


€ Offer plug and play 
solutions. 





e Strong in-house domain 
knowledge enabled TVSL to 
offer innovative solutions 
to global auto majors. 


e The nor-asset inodelfielped 
TVSL scale up fast across 
the world, which would 
otherwise have been slower. 


e Itramped up client acquisition 
by offering clients the 
option to choose the 
services they wanted. 


2 its faster global rollout gave it 
an edge at a time when India 
is becoming the sourcing hub 
for auto majors. 
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About 37% of TVSL's income comes fror 
value-added services like material handlir 
and global supply chain management. 


sulted in significant savings in the man- 
ufacturers’ back-end operations. “Most 
important, this process converted 
logistics expense from being a fixed 


cost, as was the case earlier, to a vari- 
able cost," points out Ravichandran. 
Today, rvsu's clients include global 
majors such as Cummins, JCB, 
Caterpillar, Ford, John Deere and 
New Holland, apart from Indian 
companies such as Tata Motors, 
Mahindra & Mahindra, Ashok | 
Leyland, Eicher and i&r Komatsu. 
The share of other Tvs Group busi- 
nesses s has been dropping steadily 7 


Non-Asset Model 
TVSL decided to reap the full benefit 
of being a late starter by opting for a 
non-asset model—the only logistics 
company in India to do so. Typically, lo- 
gistics players own 20-30 per cent of 
the assets, be it trucks or warehouses. 
TVSL runs 250 trucks at any given time 
of the day and maintains over 8.58 
lakh square feet of warehouses across 
the country, but does not own any of 
these. "Ifthe company owns an asset, 
it needs to be utilised fully. At the same 
time, the asset that it deploys should add 
value to the customer. These two fac- 
tors, at most times, are mutually ex- 
clusive. By not owning any asset, TVSL 
creates an infrastructure that best suits 
the clients. There is no pressure to use 
up our asset," explains Ravichandran. 

According to the company, the 
non-asset model helps it to offer the 
best solution to its clients. It also enables 
a faster scale up as it speeds up cus- 
tomer acquisition and is less capital 
intensive. For instance, Transport 
Corporation of India (Tc1), a clear mar- 
ket leader in the Indian logistics in- 
dustry, took more than 50 years to 
achieve a turnover of Rs 1,300 crore 
with its "light to medium asset base". 
Its investment in fixed assets stood at Rs 
413 crore in 2008-09 against a 
turnover of Rs 1,304 crore. In com- 
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parison, TVSL's investment will be Rs 85 
crore against a projected revenue of 
Rs 956 crore in 2009-10. 

Margins, though, are definitely 


lower in a non-asset model. "When 
you offer the best solutions and gen- 
erate significant value to your cus- 
tomers, they are more than happy to 
allow us to charge a premium and 
that way we make up for not owning 
any assets," says Dinesh. 

TVSL has also structured its end-to- 
end solutions into a bouquet of services, 
taking into account the industry real- 
ity. The Indian logistics sector, esti- 
mated to be worth $125 billion (Rs 
5.75 lakh crore), is still in its infancy. 
Whereas a good chunk of transporta- 
tion and warehousing needs are out- 
sourced, value-added services such as 
inventory management are rarely 
contracted out. "Every customer has a 
perception of the supply chain. Some 
want to outsource the entire chain 
but many prefer to retain aspects that 
they consider are an important part of 
their supply chain. By offering a bou- 
quet of services the clients get to choose 
what they want. Once they are satisfied 
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with our services, they get enough 
confidence to outsource more serv- 
ices," explains Ravichandran. This 
model has helped Tvs to open up 
new clients and then expand the serv- 
ices by delivering value for money. 


Expansion via JVs 

While most other industry plavers have 
opened offices in various countries and 
outsourced the operations there, TVSL 
has taken the route of |vs and acquisi- 
tions for overseas expansion. This en- 
abled a faster rollout of operations due 
to readymade infrastructure, customer 
access and management bandwidth. 
The company has set up operations 
in the us, UK, Spain, Germany and 
Thailand through jvs. Last year, the 
company made its first big acquisi- 
tion—Multipart Holding Limited, vk, an 
after-market logistics service provider 
with a strong client base in automotive 
and defence sectors and revenues of 
Rs 475 crore—for an undisclosed 





amount. Multipart has 300 employees 
and 6 lakh square feet of warehouse 
space across four locations in the UK. 
In a way, TVSL's approach to busi- 
ness so far has been different not only 
from other industry players but also 
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from the other Tvs Group companies. 
TVs Group, as is well known, prefers a 
measured and sustained pace of 
growth. TvsL, on the other hand, has 
been on a fast-paced growth aided by a 
Iv/acquisition blitzkrieg. To fund rvst's 
rapid growth Rs 100 crore was raised 
from Goldman Sachs in 2008—the 
first ever private equity investment in a 
TVs Group company. "The business 
demands that we grow at a fairly ag- 
gressive pace. We thus equated our 
approach not only with the multina- 
tional companies in the logistics in- 
dustry but also with tvs’ unique way of 
doing business,” explains Dinesh. In 
fact, sticking to its core competence, a 
strong customer focus and continu- 
ous improvements are some of the Tvs 
values in TVsL, which, the company 
claims, has ensured that it did not lose 
a single customer since inception. “The 
uniqueness of TVs. lies in its ability to 
scale up rapidly and garner large busi- 
nesses without having to employ large 
capital. The jv model catapulted the 
company into the global scene quite 
rapidly. Its ability to offer flexible so- 
lutions and span significant areas in- 


'*TVSU's uniqueness is its ability to 
scale up and garner large businesses 
without having to employ large capital" 


Suresh Krishna, Chairman, TVSL 
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ternationally have been the key to 
growth," sums up Suresh Krishna, 
Chairman, TVSL. 


The Path Ahead 

Whether tvsi. should continue its focus 
on the auto vertical and expand further 
overseas or diversify its services for 
other industries in India was a dilemma 
that had been occupying the minds of 
the Tvs. brass for many months. "We 
will do a bit of both," reveals Dinesh. 
TVSL hopes to become a global player in 
the auto vertical by expanding its op- 
erations into Brazil, Indonesia and 
China. "We are still small in every 
country we are in. We are looking for 
more acquisitions in Europe and the us, 
as well as at home. Besides, we want to 
leverage the UK acquisition and grow 
faster in Europe," he adds. 

In India, TvsL plans to expand its 
services to sectors that have discreet 
component manufacturing such as 
telecom, engineering products, etc. 
"We are talking to a few clients and 
testing waters," says Dinesh. For him 
the biggest challenge at home is to 
continuously improve the quality 
levels as competition gets fierce with 
the entry of MNcs such as DHL, TNT 
and Schenker. He is confident that 
TVSL can maintain its growth rates. In 
fact, the company is readying for an 
ipo. Says Dinesh, “It will be anytime 
after 201 1. It is too tempting to delay 
it past 2012. That will be the best 
period for rvsL." © 
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Power 
Struggle 
at PwC 


PricewaterhouseCoopers faces its toughest test 
=  jnits 138 years in India-partners pulling away as 
: it builds back its cred. Here's how it is at the 

: — inner circle of India's top audit firm. suman Layak ga 
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oon after the January 7, 
2009 confession by 
B. Ramalinga Raju, 
Chairman, Satyam 
Computer, that he had 
cooked the books of the 
software services vendor, it was clear 
that it would not be just the business 
he founded 22 years ago that would 
be dragged under. Some 13 months 
later, the company, with a new con- 
trolling shareholder, Tech Mahindra, 
is back on an even keel but the shock- 
waves are still ripping through its 
auditor: PricewaterhouseCoopers. 

The bean-counter, commonly also 
called PwC, is being probed by India's 
apex body of accountants, saw its role 
(or the lack of it) in the Satyam scam 
panned in media editorials, faced com- 
mentator ire on the blogosphere, stood 
by helpless as two of its partners were 
arrested, and, even today. is the target 
of class-action litigation by owners of 
Satyam's Gprs, or global depository 
receipts, in the us. The introspecting 
160-year-old global firm (138 years in 
India) is far from getting to a solution 
to the mess but there are signs that the 
reins are getting tighter. 

PwC in India, today, has new faces 












running it. People at the helm now are 
not the owners of the firm's units in 
the country but expats representing 
the international parent body. Some 
LO per cent of the firm's partners (out 
of 170) in India have walked out and 
scores of staffers are likely to be lured 
after them. Lure is the word as a 
switch-over purse of Rs 65 crore has 
been created by at least one rival 
firm—KPMG—to offer joining bonuses 
to exiting PwC staff. The local offices of 


New York-headquartered PwC are 
fighting back and, in an economy just 
coming out of a slowdown, has oflered 
retention bonuses equivalent to almost 
one year's salary—on an average 
Rs 14-20 lakh each. 

Such fire-fighting may be a direct 
consequence of the Satyam scandal, but 
the firm, or the network as PwC prefers 
to call itself, has been through the 
wringer for longer—with different parts 
wanting to move in different directions. 
Satyam, say at least two PwC insiders 
and others close to the firm that Br in- 
terviewed, was a fresh trigger but the 
plot had its genesis in 2007 or even 
earlier. The firm denies a struggle but 





“The recent appointments of Chairman 
and Deputy Chairman for PwC India were 
made to strengthen the leadership team" 

Gautam Banerjee, Chairman, PwC India 


that an election to find its chairman in 
May 2007 ended in a tie, with its 98 
partners split down the middle, is a 
giveaway. More details later, but suffice 
it to say that N. Ramesh Rajan, then 
Deputy Leader Audit, came to the fore 
as PwC India's Chairman for a period of 
four years in May 2007 in a repoll that 
saw some members change their minds 


and others, 
who did not 
participate 
earlier, also 
vote. 

Then. less than a year after Raju 
spilt the beans, Rajan gave up his 
office, making room for Gautam 
Banerjee, the head of PwC Singapore 
as the India Chairman. Banerjee, born 
in Kolkata and schooled in Mumbai, is 


the head of the PwC Asia network 
and seen a fast-tracker, who will likely 
stay put in Singapore. He was a nom- 
inated member of the Singapore 
Parliament till recently. PwC also 
brought in Peter Harvey, PwC's global 
leader for Consumer, Industrial 
Products and Services Industry Groups 
as the Deputy Chairman in India, a 
new post created for him. Harvey is 
going to stay in India—spending time 
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which handles its consulting and tax- 
ation business. The head of this com- 
pany is traditionally the head of the 
network in India. All the firms and 
the limited company are owned by 
the senior Indian employees who 
hold ranks of partners or executive 
directors depending on whether they 
are chartered accountants or not. 
All the firms are members of the PwC 
Global network led by PwC 
International in New York. It’s a 
model that all the Big Four audit 
firms (PwC, Ernst & Young, Deloitte 
and KPMG), which also take on con- 
sultancy assignments, follow. 

For a long time, the PwC network 
in India was dominated by what 
insiders call the Kolkata lobby—in 


"What we did was within the code of 
governance that we have for ourselves in 
PwC. These are temporary measures” 
Jairaj Purandare, Executive Director, PwC India 


in Mumbai and Delhi. He will be on 
the ground in India for PwC, Jairaj 
Purandare, the firm's Executive 
Director, told gr. To understand why 
all this is unusual, read on. 


Battles of History 

First, the PwC structure in India. PwC 
has a number of member firms under 
the names of Price Waterhouse, 
Lovelock and Lewes, RSM and Eicher 
as a part of its network in the country. 
It also has a limited liability company 
PricewaterhouseCoopers Pvt Ltd, 
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PwC's Battle Timeline 


reference to the firm's origins in the 
first capital city of British India. Some 
deny any such lobby but a listing of 
PwC's leadership says it all. P. K. 
Choksi and K. P. Bhargav lived in 
Kolkata when they headed the firm. 
They were followed by S.D. Ghosh. a 
Bengali from Mumbai, Amal Ganguli 
from Delhi, and Rathin Datta from 
Kolkata. 

That changed in early 2007, 
when Datta was Chairman and 
Roopen Roy was the Managing 
Director of PwC India. Battles with 


the global organisation were taking 
their toll—headquarters wanted its 
men to head key businesses and bring 
about a culture change in the Indian 
unit—and both Datta and Roy quit 
their leadership positions on the same 
day in February that year. It was less 
than a week after PwC had bought 
the taxation arm—Ambit RsM—of 
Ambit Capital, a deal that brought 
clients such as Indian units of General 
Electric, Microsoft, Sony, British 
Airways, Visa and Dell Computer, be- 
sides Indian companies such as Tata 
Group firms. 

PwC International, insiders 
recall, had designated Eugene 
Donnelly, then global leader for the ad- 
visory business, as the man in charge 
of India. An insider said: “The country 
in-charge at PwC International would 
typically have their nose in the coun- 
try unit's business but keep their fin- 
gers out. This man had both his nose 
and his fingers in.” The RSM merger 
was his brainchild as it brought in 
21 new partners (read votes). PwC 
International wanted its own men in 
charge of operations too. Donnelly, 
who spent a lot of his time in India 
at the time, installed Deepak Kapoor, 
as interim ceo of PwC after the Datta- 
Roy resignations and a new code of 
governance was drawn up for choos- 
ing the leader through polls. The sub- 
sequent elections, however, crash- 
landed all plans when Kapoor and 
Rajan both drew 49 votes leading to a 
tie breaker and Rajan's subsequent 
victory. Like Christian missionary col- 
leges, where principals go back to 
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teaching when they quit being a prin- 


» 
— 


PwC Can Bite the Bullet, Like It Did In Japan 





aim. pene A. The contours of the Kanebo in Three partners of Chuo Aoyama were 
cipal, in Big Four firms the cap does not Japan are similar to the Satyam fraud, ^ arrested and later reprimanded by the 
leave the organisation when his or right down to the auditor. The Tokyo District Court but were not 

her term ends but often takes on other Japanese cosmetics maker, in 2005, ^ awarded prison sentences. 

roles. So too, Kapoor. In fact, Rajan accepted that it had inflated revenues PricewaterhouseCoopers 


made him Managing Director for a 
short while in 2007. Kapoor now is 
Executive Director at the firm and 
looks after the back office operations. 

Rajan consolidated his position, 
bought Eicher Consulting, saw 


Chandiramani, Partner at Ernst & 
Young India, on its relationship with 
the global body. He says: "A reputa- 
tion for high-quality services is the 
most significant asset of any profes- 
sional services firm and any blip on 
the radar can therefore make the en- 
tire global organisation concerned. 
There is then a constant, and per- 
haps single-minded focus on setting 
things right as the impact of failure in 
a single country can be potentially 
far-reaching." Arthur Andersen, 
Enron's auditor and caught red- 
handed destroying what could have 
been incriminating evidence, was an 
example of how one errant client can 
kill a global scale practice. 


» » 


by over $2 billion, or Rs 9,285 crore to- 
day, over five years from 1999 through 
2003. The fraud came to light after the 
government had taken over the firm's 
mana-gement and broken it up-sepa- 
rating the cosmetics, the food and tex- 


cial regulator, imposed a two-month 
business suspension on audit and ac- 
counting firm Chuo Aoyama 
PricewaterhouseCoopers over its role 
in the accounting fraud at Kanebo. 


Sure enough, then, the Satyam fi- 
asco had the global PwC body sit up - 
and call in the pathologists. A series of 
changes that culminated in Rajan be- 
ing replaced by Banerjee and Harvey 
started in March 2009, when the firm 
set up an advisory board for India, 
weeks after the two partners arrested 
in connection with Satyam audit, 
S. Gopalakrishnan and Talluri 
Srinivas, were suspended. Though 


» 


International moved swiftly. The same 
month, while it said that it will help 
Chuo Aoyama to correct standards and 
practices, PwC granted its affiliation to 
a new firm called Aarata. Many of the 
Chuo Ayoama accountants and part- 


Donnelly return home to the us. He tile units. The company, laden with ners moved to the new firm. 
also joined the ux cluster of PwC (they debt, had approached the government "This new member firm will 
have three, USA, UK and China) to cur- for restructuring operate under a new 
tail the influence of the New York head- the previous year- The lessons are clear: management and 
quarters and was batting on a strong partly to ward off a PwC will not hesitate governance structure, 
wicket when Satyam's Raju rained on ito » by in suspending, and ^is be of a c 
the auditors with his confessional. riva orp. ^ ciently large Scale to 
TheKanebo dropping or replacing serve its clients," PwC 

2009: The Year of Change revelation ranked a member firm in had said at that time. 
To understand how bad an event like as ae abit its network. 7a 
the Satyam fraud would affect the SOUN pe OME tS MONENS tater, in 
audit fraternity, we quizzed Sunil ported in Japan. In May 2006, Financial — September that year, Chuo Ayoama 

q^ Services Agency, the Japanese finan- restarted operations with a new name: 


Misuzu. But, by then, the damage had 
been done and the two firms-Aarata 
and Misuzu-together had 30 per cent 
less clients than what Chuo Ayoama 
had before the scandal broke. 


—— M — MÀ — ÀM —— — 


the board was led by former bureau- 
crat and diplomat Naresh Chandra, 
Banerjee was the first person to be 
appointed on it, ahead of everyone 
else. PwC International, say people 
interviewed for this story. was in 
favour of bringing in global expert- 
ise—for it felt a need to be in control. 
In the last quarter of 2009, PwC 
International sent six expat 
professionals to work in PwC India. 










March 2009 October 2009 November 2009 December 2009 

Firm sets up an PwC plans to make | PwC then decides Rajan steps down, urging others to lead 
advisory board for Kanabar and in favour of an the firm. Banerjee (L), leading PwC in 
India, led by former Kapoor (back toan | outsider. Kanabar Singapore. is appointed head of 
diplomat Naresh executive director | unhappy and PwC India. Peter Harvey, one of PwC's 
Chandra. PwC Asia role) managing feels insiders are Global Leaders, takes over as- 

network head, partners. Move gunning for him. Deputy Chairman. Jayanta Majumdar to 
Gautam Banerjee seen asan effortto | Decides to walk. head partner oversight committee 
comes on board. hem in Rajan. in place of Sanjay Hegde. 


Source: Company, BT Research 
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Drag on PwC 





| 
The Satyam 
| 
| 


PwC's Chief Relationship 
Partner S. Gopalakrishnan and 
Engagement Leader Talluri Srinivas 
-the two auditors who had signed 
Satyam accounts-remain in a 
Hyderabad prison. 


| 

| 

So far their bail pleas | 
have been rejected by Andhra 
Pradesh High Court. Srinivas plea — 
comes up before the Supreme | 
Court in the first week of February. — 
| 


The Institute of Chartered 
Accountants of India, or ICAI, the 

apex body of accountants in the 
country, has found the two prima 
facie guilty. But the trial process — 
hasbeensuspendedasthetwo — 
auditors are in jail. | 


PwC too continues to be | 
probed by ICAI and the Ministry of — 
Corporate Affairs. The Central | 
Bureau of investigation said ina — 
supplementary chargesheet in | 
November 2009 that the network — 
intentionally failed to apply audit — 
standards at Satyam. 


Both Gopalakrishnan and 
Srinivas have been suspendedby — 
PwC, pending investigations. | 


Gopalakrishnan has 


retired from service. However PwC | 
continues to support his family as 
well as Srinivas and his family. 
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By this time, resignations had 
turned into a flood. Thomas Mathew 
resigned as the audit head in February 
2009 and Sharmila Karve took over. 
In March, Sharat Bansal took over 
from Ashwani Puri as head of advisory 
services. Later in the year, Sanjay Sen 
quit PwC to join Deloitte, and 
Nirmalya Gupta replaced him as the 
head of systems and process audit. 
The partner oversight committee, 
akin to a supervisory board, which 
was led by Sanjay Hegde is now 
headed by Jayanta Majumdar. After 
this overhaul of sorts, Rajan's depar- 





Dinesh Kanabar, who came on board with 
the 2007 Ambit-RSM merger, is slated to 
join KPMG. Likely loss to PwC: Rs 100 crore. 


ture should have been a prominent 
graffiti on the wall. But he probably 
decided to hang on for a while know- 
ing that he might still enjoy the 
support of the majority of the part- 
ners of the firm in India. 

PwC International, initially, 
wanted to bring in two managing 
partners under Rajan. One would be 
Deepak Kapoor, the man Rajan had 
defeated in 2007. The other would 
be Dinesh Kanabar, the man whom 
Donnelly had brought in with RSM 
merger in a bid to get more votes on 
the side of the PwC Internatonal. In 
November, Kanabar accepted an 
award from International Tax Review, 
a respected trade publication on behalf 
of PwC as the tax firm of the year 
from India. The change did not go 
through as PwC International then de- 
cided someone from outside India 
would give it much-needed control. 
PwC insiders say that this left Kanabar 
unhappy and he had many insiders 
gunning for him too by this time. On 
December 19, after the changeover 
(December 8 was when Banerjee took 
over and Rajan's decision to resign 
his chairman position was an- 
nounced), Kanabar quit. 


When we called Kanabar on his 
decision he said that he is still serving 
his notice period in PwC and won't be 
able to talk to us. Kanabar and his 
team are slated to join KPMG on 
February 1. KPMG, too, refused to discuss 
this issue or participate in the story. 

Still, several questions remain. 
Did PwC International, for instance, 
also hold out the threat of withdraw- 
ing the licence to use the PwC name to 
the Indian outfit and float an alter- 
native arm in India like it did in Japan 
(see PwC Can Bite the Bullet, Like It 
Did In Japan)? It's a theory that 
Executive Director Purandare, who 
was the head of the PwC tax practice 
before Kanabar came on board 
through the RSM merger, is keen to 
debunk. “The Indian firm felt that it 
was best to have expertise from our 
global network so we can learn from 
their knowledge.” he says, adding 
that the partner oversight commit- 
tee and the governing board of PwC 
concurred. “I do not want to go too 
much into the details of the decision, 
but what we did was within the code 
of governance that we have for our- 
selves in PwC... These are temporary 
measures.” 
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So why was an election avoided, if 
Rajan decided to quit on his own as 
Purandare suggests? “We felt an elec- 
tion would have been a distraction.” 
he replies. Sources indicate that a rat- 
ification of the move by all the partners 
is a necessity as per the code of gov- 
ernance—something that Purandare 
declines to discuss. 


Way Ahead for PwC 


Banerjee, the new PwC India 
Chairman, responded to questions on 
email, echoing Purandare's views. 
“PwC India has worked hard over the 
last year to reinforce its reputation for 
audit services in the market place. The 
recent appointments of a new 
Chairman and Deputy Chairman for 
PwC India were made by PwC India in 
order to strengthen the leadership 
team at a challenging time. " BT's efforts 
to talk to Harvey, in India already, 
came to nought; he did not reply to 
emails and neither did the represen- 
tative of PwC in London, Mike Davis. 

Banerjee was more effusive on his 
plans for PwC India—he was working 
on reinforcing the focus on organic 
growth for the firm in India "and, 
where the opportunity arises, 
(through) selective acquisitions". In 
this context, he refused to accept that 
the exit of Kanabar, that also means 
loss of at least Rs 100 crore worth of 
business (out of total revenues of 
around Rs 900 crore), meant the fail- 
ure of the PwC-Ambit RSM merger. 
"It is not correct to say that the RSM in- 
tegration with PwC did not happen. 


the PwC India Managing Director un- 
til 2007 and who's now heading the 
consulting business at Deloitte in 
India, said that Deloitte in India is 
making large investments and is not 
afllicted by internal distractions. He 
stated: “With 12,000 employees we 
have the largest head count in India 
and that is the best measure of pecking 
order as the revenue per employee is 
similar in the Big Four firms.” 

Roy declined to comment on his 
ex-employer but when researching 
our story, we came across this entry, 
dated January 20, on his blog 





It's a game of high stakes around N. Ramesh 
Rajan now. Keeping back the 30-year 
veteran will be a coup of sorts. 


(www.roopenroy.com): “In organi- 
sations where a Zeus culture pre- 
dominates, diversity is difficult to 
celebrate. A single hazardous, “black 
swan event” causes panic and trig- 
gers the infamous Zeus “huddle”. 
True to its “club culture” Zeus im- 
plements a predictable set of actions. 
It quickly implements a “regime 
change”, brings in trusted “old boys” 
from the headquarters and it ignores 
the local talent in choosing the suc- 
cessor.” Roy had said a lot without 
naming PwC. The Zeus culture ref- 
erence is from Charles Handy's 1985 
book Gods of Management where it 
represents an inner circle manage- 


"(Zeus) brings in trusted “old boys” from HQ 
and ignores local talent,’ Roy wrote on his 
blog. No prizes for guessing who Zeus is. 


Many of the people who joined PwC 
from RSM remain with the firm and 
PwC remains the leading tax prac- 
tice in India," Banerjee said. 
Elsewhere, others such as Deloitte 
feel their ambitions to overtake its 
rival seem closer to reality now. Roy, 
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ment style. 

That blog entry may have under- 
tones of an earlier battle, for sure, 
PwC India has some tough times 
ahead. The next thing to watch will be 
if it manages to keep Rajan back at the 
firm. When we first called him, he 


said that he is on a vacation and 
would not be able to speak. We called 
him a couple of weeks later; though he 
took our call he didn't say much of 
consequence. If Rajan leaves with a 
number of people, that would be a 
disaster for PwC. If they manage to 
keep him (he has been there for 30 
years), that would be a coup of sorts. 
There is no middle ground for 
PwC on this count. It's a game of 
high stakes around Rajan now. Again 
the next storm brewing might not 
be Rajan but PwC's software devel- 
opment centre in Kolkata. Purandare 
confirmed to us that there is a plan to 
create a joint venture for this centre 
"in order to draw in the expertise of 
the network". Rajan has opposed this 
plan of PwC International for over 
two years now and may still fight it. 
They might ignore Roy's blog, but 
Messrs Banerjee and Harvey may yet 
find a clue in Handy's tome—the 
Athena culture that is collaborative 
and task-focussed—to pull PwC India 
out of the morass it is in. Their task 
couldn't be more clear cut. © 
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THE TRIPLE | ~ e 
TREAT |Powercro sz 
After several deaths and 
rebirths, disinvestment is 
back as a big-ticket reform. 
And the timing is good-it’s 
the only reform that can 
stimulate demand without 
straining the fiscal deficit. 
SHALINI S. DAGAR 
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^Bonus 1:2 * Retail investors **Jan 29, 20 


An illustrative list, not all PSU stoc 














FOR THE GOVERNMENT 





pol m Exposure to market scrutiny brings 
management agility and financial discipline. 
395 113.22 d 
Fund raising becomes faster, transparent and 
1398 — 1,018.40 easier compared to unlisted companies. 
24 — 2465 In most cases, composition of PSU board 
"240 116.15 improves with better and autonomous experts. 
TOTAL INCOME FROM : : 
Bir abc Penna DISINVESTMENT SINCE 1991: Top management of most divested PSUs admit 
generated such high returns Rs 57,600 crore to a positive change after the listing. 


f all the economic 
reforms measures 
taken since 1991, dis- 
investment deserves 
the most distinguished 
mention on one 
account—it has had the maximum 
number of deaths and rebirths in the 
intervening 20-odd years. Yet, the 
power of the idea of disinvestment is so 
strong that it revives every now and 
then. And, why not? It's the only meas- 
ure that—in one stroke—can generate 
billions in wealth on the stock mar- 
kets, millions in revenue for the gov- 
ernment and incalculable value to the 
public sector company divested. 

This triple dose prescription (see 
The Triple Treat) is exactly what the 
economy needs right now. With the 
size of the fiscal deficit threatening the 
continuation of the fiscal stimulus, 
disinvestment offers a way of keeping 
the demand stimulus alive without 
having to pay for it from the exche- 
quer's pocket—either in the form of 
lower taxes or through higher spend- 
ing. If done the right way, the wealth 
created through disinvestment on the 
stock market can buoy sentiment for 
consumption and investment. The 





funds raised for the government in 
the process are a bonus. Much of this 
has happened in the past too, but not 
through an organised, methodical and 





well-stated approach—which is what 
the new disinvestment plan promises 
to be. Disinvestment Secretary Sunil 
Mitra, who has become Revenue 
Secretary with effect from February 
l, believes that the disinvestment 
process should be demystified, made 
boring, predictable and "business as 
usual," so that neither the public nor 
the media give it any undue attention. 
While this could take some time, the 
process can easily be sold as a www 
proposition in the meantime: Win for 
the people, win for the government 
and win for the company divested. 


The Wealth Creation 


Enormous wealth has already been 
created on the stock markets via the 
disinvestment route. Maruti's cur- 
rent stock price is over 1,000 per 
cent higher than the offer price of 
its IPO in 2003. On the 3.6 crore 
shares allocated to the retail seg- 
ment alone, over Rs 4,500 crore of 
wealth has been created so far (as- 
suming all those allotted tro shares 
have held them). Following similar 
calculations, the NTPC IPO has 


created over Rs 3,200 crore worth of 
wealth for the retail investors since 
November 2004. 

Sure, not all disinvestments have 
been equally successful in generating 
wealth. Some have even destroyed 
wealth. This is where the method— 
and the extent—of equity dilution 
becomes relevant. Maruti was a case 
study for successful strategic sales—a 
method most favoured during the NDA 
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government, which actually had a 
ministry for privatisation. Though 
contentious, strategic sales vielded the 
best returns for the investors and the 
best price for the government. Former 
disinvestment secretary Pradip Baijal 
recounts that the price-to-earnings 
(P/E) ratio of the strategic sales was in a 
band of 15-89, way higher than what 


was achieved through the sale of 


minority stakes. 

Can disinvestment create enough 
wealth to really work as a demand 
stimulus? After all, a very small 
percentage of Indians invest in stocks. 
Though that's true, the wealth impact 
of the stock market goes well beyond 
those who directly invest in stocks. 
The value of Rs 8 lakh crore mutual 
funds investments and majority of life 
insurance policies now sold (e.g. ULIPs) 
critically hinges on stock prices. Besides, 
stock and mutual fund investing people 
comprise the majority of consuming 
class in India. 


Funds for the Government 


For the first nine months of 2009-10, 
the tax revenues of the Central 


100 BUSINESS TODAY February 21 2010 





government were trailing behind last 
year's collections by 2.5 per cent— 
with big falls in income tax and indirect 
tax collections. This has happened at a 
time when the total expenditure is 
projected to rise by nearly 70 per cent. 
A higher borrowing, just when private 
demand for funds is likely to pick up, 
will create the much feared “crowding 
out" efflect—especially when rai has 
already begun to squeeze excess 
liquidity from the banking system. 

Disinvestment is just the right 
approach to bridge at least some of 
the income-expenditure gap. In 
2009-10 alone, if all the remaining 
four companies’ disinvestment goes 
ahead as planned, around Rs 24,000 
crore will be generated. For 2010-11, 
the target could be double or triple 
this amount. 

Of course, the proceeds from 
disinvestment are not at the disposal of 
the Finance Ministry directly and may 
not help cover the deficit. According to 
the mechanism of the National 
Investment Fund (Nir) introduced in 
2005, the income from disinvestment 
proceeds has to be utilised for social 





THE LINE-UP 
UP TO MARCH 


Total expected mop-up 
till 2010 is Rs 24,000 cr. 


National Thermal Power 
Corp: NTPC 


MODE: Follow-on public offer 
with auction process for pricing. 


EQUITY FOR SALE : 5% of GOI's 
existing stake of 89.50% 


DATE FOR BIDDING: February 3 to 5 
SHARES ON OFFER: 41 crore shares 
SHARE PRICE: Rs 214.80 


Rural Electrification Corp: REC 
MODE: Follow-on public offer 


EQUITY FOR SALE: 5% of GOI equity 
along with 15% of fresh issuance 


DATE: Late February 


SHARES ON OFFER: GOI portion is for 
4.3 crore shares, the rest 12.9 crore 


SHARE PRICE: Rs 240.05 


National Mineral 
Development Corp: NMDC 
MODE: Follow-on public offer 


EQUITY FOR SALE: GOI to dilute 8.38% 
of its existing shareholding of 98.38% 


DATE: Early March 
SHARES ON OFFER: 33 crore 
SHARE PRICE: RS 496.55 


Satluj Jal Vidyut Nigam: SJVN 
MODE: Initial public offer 


EQUITY FOR SALE: 10% of GOI equity 
on offer 


DATE: Late March 
SHARES ON OFFER: NA 
SHARE PRICE: NÀ 


Share prices on NSE as of Jan. 29, 2010 
Source: SEBI, Dept of Disinvestment 
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that offers the benefit of tax savings while working 
hard to give your money the potential to grow. 
Which makes it a smart tax-saving option. Call us or 
your investment advisor today. 





HSBC Tax Saver Equity Fund 


An open-ended Equity Linked Savings Scheme (ELSS) 
Save up to Rs. 30,900* with benefits under sec 80C of Income Tax Act, 1961 
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HSBC 4X» Mutual Fund 


Issued by HSBC Asset Management (india) Private Limited www.assetmanagement.hsbc.com/in 


For more information call: Andhra Pradesh 09849677319 * Bihar 09931397319 * Delhi 011 41490719 * Gujarat 09898377319 « ( rurgaon / Noida 0991079 Qe} 
09980927319 * Kerala 09895477319 * Madhya Pradesh / € hattisgarh 09893477319 * Maharashtra / Goa (excl. Mumbai) 09960077321 * Mumbai 022 666685 
09867937319 * Rajasthan 09928037319 * Tamil Nadu 09894477319 * Uttar Pradesh 09936797319 * West Bengal 033 22139919 or write to us at hsbemf'aihsb: 








*Under Income Tax Act 1961 for an investment of Rs | lakh assuming that the investor falls under the maximum tax slab of 30% plus education cess; applicable for Finance Act, 2009 


Investors may obtain Scheme Infomation Documents and Key Information Memorandums along with application forms from the office of HSBC Mutual Fund, 
314 D. N. Road, Fort, Mumbai 400 001. Tel: 022-6666 8819. Statutory Details: HSBC Mutual Fund has been set up as a trust by HSBC Securities and Capital 
Markets (India) Private Limited (liability restricted to the corpus of Rs 1 lakh), The Sponsor / associates of the Sponsor/ Asset Management Company (AMC) are 
not responsible or liable for any loss or shortfall resulting from the operation of the Schemes. The Trustees of HSBC Mutual Fund have appointed HSBC Asset 
Management (India) Private Limited as the Investment Manager. Risk Factors: All investments in mutual funds and securities are subject to market risks and the 
Net Asset Value (NAV) of the Scheme(s) may go up or down depending on the factors and forces affecting the securities markets. There can be no assurance that 
the objectives of the Scheme(s) will be achieved. Past performance of the Sponsor, AMC, Mutual Fund or any associates of the Sponsor/AMC does not indicate 
the future performance of the Scheme(s) of the Mutual Fund. HSBC Tax Saver Equity Fund (HTSF) is the name of the Scheme and does not in any manne: 
indicate the quality of the Scheme or its future prospects or returns. Scheme Classification and Investment Objective: HTSF (an open ended Equity Linked 
Savings Scheme) seeks to provide long term capital appreciation by investing in a diversified portfolio of equity & equity related instruments of companies 
across various sectors and industries, with no capitalisation bias. The Fund may also invest in fixed income securities. Asset Allocation: Equities and equity 
related securities — 80 — 100%, and Debt, Money Market Instruments and Cash 0 — 20%. Terms of Issue: The units purchased under the scheme shall have a 


lock-in period of three years from the date of allotment of units. The AMC calculates and publishes NAVs and offers for sale, redemption and switch outs, units 
of the Scheme(s) on all Business Days, at the Applicable NAV. Load Structure: Exit — Nil. *No load in case of switches between equity Schemes of HSBC 
Mutual Fund. The applicable exit loads (if any) at the time of allotment of the Schemes of HSBC Mutual Fund shall also be charged on investments made by all 
investors including Fund-of-Funds Scheme(s). Bonus units and units issued on reinvestment of dividends shall not be subject to exit load. The exit load set forth 


above is subject to change at the discretion of the AMC and such changes shall be implemented prospectively. Mutual Fund investments are subject to market 
risks. Please read the Scheme Information Document and Statement of Additional Information carefully before investing. HS 


ECONOMY-DISINVESTMENT 


sector projects and revival of viable 
Psus. However, for the period between 
April 2009 and March 201 2, the pro- 
visions of the xir have been withheld 
and the proceeds will be used as capital 
expenditure in specific social sector 
schemes determined by the Planning 
Commission and the Department of 
Expenditure. More the funding for such 
schemes, more the stimulus. 


Boon for the Companies 
A collateral benefit of diluting the 
government's equity stake is the im- 
provement of the governance struc- 
tures in the companies, even if they are 
just minority stake sales in the public 
markets. "When a company is listed, 
the judges of performance are not bu- 
reaucrats but auditors and millions of 
shareholders," says Baijal. Prithvi 
Haldea, Founder-Chairman and 
Managing Director of Prime Database 
which tracks capital markets, agrees 
wholeheartedly. "Daily analysis 
typically forces fiefdoms to convert to 
responsible companies," he says. 


The 60-PSU Plan 


Having burnt its fingers in the last stint 
when several proposed disinvestments 
did not finally take place, the UPA is 


WHICH 


Unlisted PSUs with positive 
networth, no accumulated 

losses and net profit in the 
previous three years. 


Companies which are compliant 
and ready for listing according 
to SEBI's listing requirements. 


Listed PSUs in which public 
holding is less than 10% will 
also make follow-on offer. 


Follow-on offers can be made 
through fresh issue of equity by 
PSUs which need to raise funds. 
GOI may sell more equity. 
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following a more cautious approach. It 
has crafted a low-key, middle-of-the- 
road disinvestment model which will be 
politically palatable. “It is going to be 
listing-led. incremental and phased 
disinvestment,” says Mitra. He reckons 
that since the capital markets route is 
a “well-understood and well regulated 
path”, it should offer minimum rea- 
sons for curiosity or controversy. 

The plan is to list the unlisted, 
profitable public sector enterprises 
with positive net worth. This should 
add up to about 60-odd companies, 
including Coal India and BSNL. The 
other plan is to increase public hold- 
ing of already listed companies. 
Around 10 companies fall in this list, 
including Engineers India. Depending 
on the companies' preparedness to 
list and their requirements for fund 
raising, the 
Disinvestment will finalise the blue- 
print for future disinvestment by early 
March. For the remaining two 
months of this financial vear, four 
disinvestments can still happen (see 
box, The Line-up Up To March). 

The government is also exploring 


a new method for pricing of 


Department of 


already-listed companies in the fol- 
low-on offers. Rather than a propor- 
tional allotment to bidders on a price 
within a predetermined band, an auc- 
tion method would be followed based 
on a floor (reserve) price which is an- 
nounced at least a day in advance. 
Qualified Institutional Bidders (orbs) 
such as mutual funds, life insurance 
companies, can bid both for price and 
quantity. Up to 50 per cent of the issue 
will be allotted to the Qies on a "price 
priority" basis—essentially the higher 
price bids will get preference. Retail 
investors and high networth investors 
will get the shares on a proportionate 
basis at the floor price. 

Haldea believes that this will not 
only get higher revenues for the gov- 
ernment, but will also lead to true 
price discovery. 

Maybe—by design or by default — 
the uPA has actually hit upon the right 
strategy. A nervous stock market could 
play a minor spoiler. But then that is 
never a major concern for govern- 
ment disinvestment. As Haldea quips, 
"It is never a bad time to disinvest." © 
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SO, HOW FAR CAN YOU 


SEE UNAIDED? 


When your business vision is global, your connectivity needs to go as far, seamlessly. Here's where 
Tata Communications, as India's only global Tier-1 ISP, presents you with a far-reaching advantage by 
providing connectivity in over 200 countries, worldwide. We also own one of the world's most advanced and 
extensive submarine cable networks along with world-class data center space in 4 continents, including 


7 cities in India. All backed by the credibility of the Tata brand name. 


Good reasons why you will see your business go farther, globally. 


TATA COMMUNICATIONS 


ABT 


TA NG Y ti FARTHEI 
o | 
: Managed Services: » Network * Voice » 


» Data Centers and Hosting ? Telepresence and Collaborat 


(f 1 800 209 8765 (toll free - India) (4 ; www.tatacommunications. or 


* Tier-1 ISP with global presence Tata Communications Limiter 


Seamless connectivity in over 200 countries C-21/ C-36. ‘G' Block 
1 million sq. ft. of data center space Bandra Kurla Complex 


Over 2,00,000 km of territorial network fiber Vidyanagari Post Office 


Over 40.000 kms of fiber in India Mumbai 400 098. India 
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(P A M E? ABOUT TAKESOLUTIONS 
JN | ARE 
Poway Enabling Business Efficiencies = TAKE Solutions is a leading international business technology company with products 
backed by a strong domain expertise in Life Sciences and Supply Chain Management. With 
solutions and technology expertise in Business Intelligence and Business Process 
Management, TAKE's track record in delivering world-class solutions throughout global 
markets is well proven. Technological innovations have always been the driving force of the 


company, which in turn helps TAKE's customers achieve consistent growth in business. 
www.takesolutions.com 


WORLD THE WORLD CORPORATE GOLF CHALLENGE 
CORPORATE 
GULF CHALLENGE 


The TAKE Solutions World Corporate Golf Challenge-India, is the official Indian qualifying 
tournament to select the Indian team for the World Final. This year's regional tournaments 
are being held in Kodaikanal, Bangalore, Delhi and Mumbai with a national final contested 
by the winning teams from each city. We would like to welcome our presenting partner, 





Official qualifier for the 


World Corporate Golf Challenge Indian Terrain, who have added a fresh dimension to the tournament. 


www.takesolutionswcgc.com 


Promoted By Chennai Tue - Wed, December 29th - 30th at Kodaikanal Golf Club, Kodaikanal 
. Mumbai Sat - Sun, January 23rd - 24th at Aamby Valley Golf Resort, Lonavala 

R Bangalore Fri - Sat, February 26th - 27th at Eagleton Golf Resort, Bangalore 
N " Delhi Fri - Sat, March 5th - 6th at Jaypee Greens Golf Resort, Greater Noida 





National Final Sat - Sun, March 20th - 21st, 2010 
World Final Mon - Sat, May 4th - 9th at Cape Town, South Africa 


www.rishinaraingolf.com 
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MICROFINANCE-FUND-RAISING 
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Microfinance institutions are 4 
finding new avenues to raise funds. ~ 
But are they enough to allow the 

poor to borrow at lower rates? 


RACHNA M. KOPPIKAR 


... The New Sources... 
NON-CONVERTIBLE 


PRIVATE EQUITY (PE) 


crore in the last 3 years 


the College of Agricul- 
ture Banking in Pune 
bore witness to a rather 
unusual commune. 





Around 250 senior 
bankers, government officials, and 
the brass of the Reserve Bank of India 
(RBI) had gathered, along with repre- 
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DEBENTURES (NCDs) 


crore since March2009 


n January 8, the halls of 


sentatives of leading microfinance 
institutions (MFIs) and self-help groups. 
One of the questions raised during 


this meeting was the vexing one of 


how were the MFis maintaining a rep- 
ayment rate as high as 98 per cent 
and yet clocking a mind-boggling 
90 per cent rate of growth in loan 
disbursals over the past four years. 


J\USHIK/www.indiatodayimages.com 





SECURITISATION 


crore term loans outstanding 


crore since 2009 for the year ended March 2009* 


“Estimated by CRISIL 


The private sector bankers present 
attributed the spike to aggressive lend- 
ing at lower rates by their public sec- 
tor brethren; the sHGs lamented that 
they were headed for extinction 
because of the dominance of the MFIs. 

Whatever the answer, the mes- 
sage that was coming through loud 
and clear was that there's no stopping 








the mris. Having disbursed 
Rs 11.400 crore to 22 million people 
in the hinterland in the year ended 
March 2009, uris have not only bec- 
ome a lender's delight, they are bec- 
oming an asset class that institu- 
tional investors are finding difficult to 
ignore. Even though bank loans to 
MFIs have more than trebled since 
2007, and continue to be the largest 
funding source, the sector has been 
tapping alternative funding sources 
as well. Private equity (PE) funds— 
mainstream as well as those dedi- 
cated to Mris— have pumped close to 
Rs 2,000 crore in MFI institutions 
over the past three years. Since 2008, 
uris have also been able to raise funds 
through non-convertible debentures 
(NCDS), commercial paper, and secu- 
ritisation of their loan receivables. 
Bank treasurers, mutual fund man- 
agers, insurers and high net-worth 
individuals have also developed an 
appetite for such debt offerings as 
these products are being rated by 
credit rating agencies such as CRISIL, 
Fitch and CARE Ratings. 

Clearly, the demand for funds by 
Mtis will increasingly be met by new 
sets of investors. In the process, dep- 
endence on banking channels will 
reduce. So, will that mean their cost 
of funding and operations will come 
down: If that happens, borrowers— 
typically low-income and daily wage 
earners—will get a chance to bor- 
row at lower rates. Currently, MFIs 
give loans at interest rates ranging 
between 25 and 30 per cent. 

The increased appetite of MPis 
has been triggered as much by the 
sector's hunger for growth as it has 
by regulation. When the global liq- 
uidity crisis heightened in 2008, the 
RBI increased the capital adequacy 
ratio—the ratio of capital to risk 
weighted assets—for non-banking 
finance companies (NBFCs) and MFIs 
from 10 to 12 per cent by March 
2009. This will further increase to 
15 per cent by March 2010. So, if 
ris have to grow (by lending), they 


need to maintain a higher cushion of 


capital against those loans. Hence, 
the rush to raise funds and diversify 
the sources of funding. 

End-2008 was also a time when 
PE funds were looking to de-risk their 
portfolios after buving at peak val- 
uations during the bull run. Micro- 
finance was one opportunity to 
reduce risk. Mainstream rt funds like 
Sequoia Capital picked up stakes in 
top-tier Mris, and a clutch of social 
sector-dedicated funds started looking 
at the second-rung players, too. For 
example, India Financial Inclusion 
Fund, the second wri-focussed fund 
from the Hyderabad-based Caspian 
Advisors (their first fund was 
Bellwether Microfinance Fund) raised 
$90 million from foreign investors 
in 2008 and $30 million of that has 
been invested in five Mris (and two 
low-cost housing financing compa- 
nies). "The idea was to add new dim- 
ension to our portfolio by increasing 
the geographical spread. That's why 
we invested in entities like Sahayata 
Microfinance in Rajasthan and 
Sonata Finance in Uttar Pradesh." 
says Mona Kacchwaha. Director 
(Investments), Caspian Advisors. 

Another relatively young Mri. 
the Chennai-based Equitas 
Microfinance, which started opera- 


tions in 2007 and has a loan book of 


Rs 500 crore, has been able to attract 
PE investments in two tranches; a 


third round may take place soon. “If 


we were to meet a capital adequacy 
ratio of 15 per cent, it's achievable 
through equity fund-raising only. 
And right now rt investors are the 
only class of investors that can pro- 
vide equity capital to us." says 
S. Bhaskar, coo, Equitas. 
Padmaja Reddy, MD at 
Hyderabad-based Spandana 
Spoorthy, points out there is huge 
competition amongst PE players to 
invest in Mris. She should know. 
Spandana, the second-largest Mri 
with a loan book of Rs 1 2.000 crore, 
raised more than Rs 500 crore in 





PERIOD NO.OF DEALS AMOUNT 
2007 6 55 
2008 13 184 


2009 16 160 


Source: Venture Intelligence 





... With a Number of 

PE Funds Making 

Sizeable Investments. 

€ |n December 2009, Grameen Koota 
got Rs 27.5 crore from MicroVentures 


Investments, MicroVentures SpA, 
Incofin and Aavishkaar Goodwell. 








€ inthe first round, in 2008, 
Grameen Koota received Rs 10 
crore from Aavishkaar Goodwell. 


€ |n August 2009, Temasek invested 


$50 million in Spandana Spoorthy 
Financial Ltd. 


The NCD Route 


March 9, 2009: SKS Microfinance raises 
Rs 25 crore by issuing NCDs that were 
fully subscribed by YES Bank. The bond 
has a tenure of one year and carries a 
coupon rate of 10.5 per cent per annum. 


May 22, 2009: SKS again raises Rs 75 
crore in less than four months through an 
issue of one-year NCDs at a coupon rate 
of 10 per cent. 


June 10, 2009: Spandana Spoorthy 
Financial raises Rs 80 crore by issuing 
one-year NCDs redeemable at a premium 
of 10 per cent. 


August 11, 2009: Grama Vidiyal Micro 
Finance Ltd (GVMFL) announces its plan 
to raise Rs 100 crore via NCDs. 


January 22, 2010: Microlnvest, a US 
microfinance investment vehicle that is 
registered as an FII with SEBI, subscribes 
to Rs 20 crore worth of NCDs issued by 
Grameen Financial Services. 
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MICROFINANCE-FUND-RAISING 


three tranches from domestic and for- 


eign PE firms—including the likes of 


Temasek Holdings—since 2007. 

In addition to term loans from 
banks and financial institutions like 
siDBI, whose rates range in the 11-13 
per cent territory, Mris also resort to 
"portfolio buyouts" to raise funds. In 
a portfolio buyout, an MFI transfers 
its loan portfolio to a bank as a bilateral 
transaction. The buyouts are done at 
an 8-10 per cent rate. But as Prasad 
Koparkar, Head (Structured Finance 
Ratings). CRISIL, points out, the problem 
with portfolio buyouts is that they 
don't happen all round the year. 
Reason: For banks, that's the quickest 
way to meet priority sector lending 
targets as stipulated by the RBI, but 
this need arises only towards the close 
of the financial year. 

MFIs, thus, have no option but to 
look out for other fund-raising ave- 
nues. One product that has caught 
the fancy of bankers of late is the sec- 
uritisation of Mris' loan receivables. 
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The Securitisation Avenue 


PERIOD INVESTOR 

February 2009 ICICI Bank 

March 2009 Not disclosed 

March 2009 YES Bank 

April 2009 YES Bank 

April 2009 Indusind Bank 

November 2009 Dhanalakshmi Bank, 

ICICI Prudential, Axis 

January 2010 Dhanalakshmi Bank 

Steel OH TIDAL TAEDELEL. TILES 


Apart from a few banks, institutions 
such as the Chennai-based mr Capital 
and the Mumbai-based Grameen 
Capital India (a collaboration between 
Washington based-Grameen 
Foundation and Citicorp Finance India 
Ltd) have designed different struc- 
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ORIGINATOR DEAL SIZE (Rs crore) 
SKS Microfinance 200 
Equitas Microfinance 15.70 
Share Microfin 49.5 
SKS Microfinance 100 
Bandhan 75 
Equitas Microfinance 48.17 
Sahayata Microfinance 30.88 
Satin Creditcare Network 

Asirvad Microfinance 

Sonata Finance 


Source: Company releases; published reports 
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interest rates tend to be lower, but 
such transactions are more secure 
as MFIs have to keep aside a cash col- 
lateral in case there is default,” says 
Tilisa Gupta Kaul, Head (mri and 
Agriculture Business), Dhanalakshmi 
Bank. Last year, the bank, along 


“Securitisation of MFIs loan receiv- 
ables are more secure transactions 
as MFIs have to keep aside a cash 
collateral in case of default" 


Tilisa Gupta Kaul, Head (MFI and Agri Business), Dhanalakshmi Bank 


tures whereby the loan receivables 
are divided into smaller pools, are 
rated by credit rating agencies and 
then transferred to a special purpose 
vehicle (spv); the pools are then bought 
out by investors. So, unlike a term 
loan, which is counted as indirect 
exposure to the priority sector, the 
securitised pool is a direct exposure 
for banks. Depending on the rating, 
the interest rates can vary between 
6.5 and 10 per cent—a significant 
discount to term loan rates. 

So, what's in it for banks? "There 
is a trade-off to be made—the tenure 
of such instruments is shorter and 


with icict Prudential mF and Axis 
Bank, took exposure in Equitas 
Microlfinance's securitised paper of 
Rs 48 crore. More recently, it took an 
exposure of Rs 31 crore to a multi- 
originator pool of four mid-sized Mris, 
including Sonata Finance and 
Sahayata Microfinance. 

For other institutional investors, 
MFI debt opens another short-term 
investment avenue as loans are given 
out for 6-15 months durations. 
Chaitanya Pande, Head (Fixed 
Income), icici Prudential Asset 
Management Company, says his fund 
would rather look at the securitised 
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“We hope to bring down the loan 
rates for our 7 lakh customers by 


at least 1 per cent" 


pool route to take exposure in Mris 
than invest in commercial paper or 
other debt issuances of ris. Sucharita 
Mukherjee, ceo, IFMR Capital, a firm 
that initiated the concept of rated sec- 
uritised paper and sets benchmarks for 
structuring such transactions, feels 
that exposure to a new class of inv- 
estors will make Mris more disciplined 
as more financial information will 
enter the public domain. 

For borrowers, however, it may 
be premature to expect interest rates 
on their loans to fall as Mris may not 
be willing to pass on the benefits im- 
mediately. The newer sources of 
funding constitute a minuscule por- 
tion of their loan book. For instance. 
Equitas securitised Rs 50 crore worth 
of loan at a rate of 3.5 per cent 
(which is 3.5 per cent lower than 
the borrowing cost from other 
sources), but that's just 10 per cent 


S. Bhaskar, COO, Equitas 


of its loan book of Rs 500 crore. 
Bhaskar hopes to do more such 
transactions and bring down the 
loan rates for its 7 lakh customers by 
at least 1 per cent. It currently gives 
loans at interest rates between 25 
and 28 per cent. Adds Suresh 
Krishna, coo of the Bangalore-based 
Grameen Koota, which raised Rs 28 


Interest Rates on 
Microcredit 


COUNTRY AVERAGE RATE (%) 

Bangladesh 8-22 
(Grameen Bank) 

Sri Lanka 30-50 

Brazil 12* 

India 25-30 


* Ceiling of 1% monthly flat rate on MFis 
Source: Govt websites; industry documents 
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crore from PE funds in November 
and recently placed neps worth 
Rs 20 crore with an rit: "We haven't 
seen a significant drop in our fund- 
ing cost yet. If we manage to bring 
the cost down bv at least 2 per cent, 
and also reduce our operating cost 
on à large scale of business, we will 
be in a position to pass on the bene- 
fits to our customers." 

One fear amongst experts is that 
access to lower-cost funds may put 
pressure on MFis to turn out a higher 
return equity—to boost valuations— 
rather than bringing down interest 
rates, thereby adversely influencing 
their social orientation. The mrt ind- 
ustry, for its part, still has to come to 
terms with its high-growth potential. 
Reports of robbery (cases of money 
being snatched away from the mris’ 
field officers), multiple loans, and unt- 
rained staff keep emanating from var- 
ious parts of the country. The indust ry 
players have got together to take sev- 
eral steps such as forming a credit 
bureau to share data on borrowers. 
defining a minimum ticket size of 
loans (at Rs 50,000). 

Bosnia with a population of just 
3.5 million may not be a good com- 
parison, but it's important not to ign- 
ore what happened in the mri sector 
there. The industry grew rapidly over 
the past few years as foreign investors 
poured money into the local Mris. 
The result was unchecked growth, 
multiple loans and then defaults due 
to a fall in the income of borrowers. 
The industry had to fall back on a 
$110-million bailout package from 
the investment arm of the European 
Union to remain afloat. It's unlikely 
that Indian wris will suffer a similar 
fate, but the warning signals should- 
n't be ignored. Lower-cost funds are 
welcome, but if they don't translate 
into benefits for those who need them 
most, the raison d'étre of microfinance 


itself will be defeated. (9 
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RENEWABLE ENERGY-SOLAR POWER 


OTTING UP 


Sky-high capacity targets and lollipop tariffs may spur investor 
frenzy in the nascent solar energy business. K.R. BALASUBRAMANYAM 


, Reflecting optimism: Azure Powers 


— 


Nadhwa is bullish on solgr energy 








ntil three years ago, 
Inderpreet Wadhwa. 
now 37, was a Silicon 
Valley techie who dreamt 
of doing something in his 





hometown of Amritsar 
that would help people there and also 
earn him some profits. On December 1 
last year, when his 1 mega watt (Mw) 
solar power plant went on stream in 
Awan, 40 km from Amritsar, he didn't 
iust realise his dream but also became 
the first entrepreneur to build a solar 
power plant of Mw-scale in India's pri- 


Vale sector. 


Wadhwa ss start-up, Azure Power, 
has become a lifeline for 20 villages. 
He is scaling up the plant's capacity 
to 2 Mw to feed more villages. For each 
unit of electricity pumped into the grid, 
his company gets Rs 15 from the 
Punjab State Electricity Board, of which 


Rs 6 is borne by the Union Ministry of 


New and Renewable Energy (MNRE). 
It's not a windfall really (coal-based 
power sells for between Rs 3 and Rs 6 a 
unit) considering the huge capital in- 
vestment—Rs 18 crore per MW against 
Rs 4-5 crore per MW for coal-based 
power. But Wadhwa is bullish. He says 


ae eee mm 


the average cost of generation, or le 
ellised tariff, works out to Rs 9 per unit 
for the power purchase agreement! 
(PPA) period of 30 years. 

The 13 acres on which the plant 
stands has been taken on lease from vil 
lagers. "This is going to be our ap 
proach more or less everywhere," says 
Wadhwa, who has planned similar 
projects totalling 24 ww in Gujarat 
Punjab, Karnataka and Harvana 

lhe first Mw-scale plant to come up 
in India was that of West Bengal Green 
Energy Development Corporation 
(WBGEDC). Its 1 Mw plant in Asansol 





The Early Birds sete power acounts tor oniy ette 12 MW cut ofthe total insted capacity o 156 6w. 


DEVELOPER Azure Power 

PLACE Amritsar, Punjab 

CAPACITY 1 MW 

PROJECT COST Rs 19 crore 

COST OF GENERATION : Rs 9 per unit 
(average for 30 years) 

SELLING PRICE Rs 15 per unit 

BUYER Punjab State 
Electricity Board 

GENERATIONFROM : Dec. 1, 2009 


Karnataka Power Corp. Karnataka Power Corp. 
Belgaum, Karnataka 


Kolar, Karnataka 
3 MW 
Rs 60 crore 


Rs 18 per unit 
(average for 13 years) 


Undecided yet 


Bangalore Electricity 
Supply Company 


3 MW 


Sep. 30, 2009 


*West Bengal Renewable Energy Development Agency 


Rs 60 crore 


Rs 18 per unit 
(average for 13 years) 


Undecided yet 
Hubli Electricity Í 
Supply Company 
Sep. 30, 2009 


WBREDA* 
Asansol, West Bengal 
1.25 MW 

Rs 21 crore 


Rs 14 per unit 
pabi ae 


Rs 15 per unit 
Dishergarh Power 
Supply Company 

August 28, 2009 





RENEWABLE ENERGY-SOLAR POWER 


began generation on August 28 last 
year. Karnataka leads in terms of 
capacity with two projects of 3 MW 
each, at Kolar and Belgaum, going 
on stream on September 30. The 
Asansol plant is being stepped up to 2 
uw and has already sold 5 lakh units, 
according S.P. Gon Chaudhuri, MD, 
wBGEDC. "Each 3 mw plant generates 4 
million units annually and can irrigate 
about 1,200 acres," says S. Ramesh, 
Chief Engineer at state-owned 
Karnataka Power Corporation. 


The Mission 


With four solar projects running 
successfully, the coming months are 
likely to witness heightened action. 
But on the whole, the sector's per- 
formance makes for baby steps so far: 
12 mw in India's total installed capac- 
ity of 156 cw. This is particularly dis- 
appointing given that about 5,000 tril- 
lion kilowatt-hour (kWh) of energy 
can be generated from India's land 
area annually. With piecemeal initia- 
tives by states yielding very little re- 
sult, Prime Minister Manmohan Singh. 
on January 11, launched the 
Jawaharlal Nehru National Solar 
Mission (JNNSM), setting a somewhat 
ambitious target of 20,000 Mw capac- 
ity by 2022 (see Tall Target). ]JNNSM is one 


of eight national missions which form 
India's National Action Plan on Climate 
Change. The Prime Minister has urged 
the industry to see the mission as à 
huge business opportunity. "I do sin- 
cerely believe that the target is doable 
and that we should work single-mind- 
edly to achieve it as a priority national 
endeavour," he said at the launch. 

The JNNsM hopes to see solar power 
achieve grid parity (when costs of 
solar power and conventional power 
become same) by 2022 and parity 
with coal-based thermal power by 
2030. The prices of solar power and 
conventional power are predicted to 
move in opposite directions after 
reaching an inflexion point. According 
to Wadhwa, the cost of generating 
solar power has already dropped by 40 
per cent in the last two years. 

The solar programme, devised by 
MNRE, is generous in its incentives. 
NTPC Vidyut Vyapar Nigam, the nodal 
agency, will buy solar power from de- 
velopers at Rs 18.44 per unit for a pe- 
riod of 25 years. The Nigam will mix it 
with low-cost thermal power drawn 
from the Centre's unallocated quota 
and sell to state utilities at Rs 5.50 a 
unit. The offer is available to develop- 
ers who have operational plants and 
can sign up with the Nigam by March 


‘‘The Asansol plant is being stepped up 


to 2 MW and has already sold 5 lakh units "' 


S.P. Gon Chaudhuri, MD, WBGEDC 
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31, 2010. The projects coming up 
later will receive the tariff as decided 
that year. “The mission has created 
an innovative framework for attract- 
ing investments and should enable 
Phase] to build a strong foundation for 
achieving the target of 20,000 Mw by 
2022," says Gauri Singh, Joint 
Secretary in the MNRE. 

Very few power biggies are likely 
to ignore this mother of all solar cam- 
paigns. Even those going slow are 
sure to pick up speed, for each year of 
delay could mean losing out on higher 


The Solar 
Power Loop 


WHO BUYS 
NTPC Vidyut Vyapar Nigam 


AT WHAT PRICE 
Currently Rs 18.44* per unit 


HOW NTPC SELLS 
By mixing cheap thermal power 
with solar power 


WHO NTPC SELLS TO 
State utilities 


AT WHAT PRICE 
Rs 5.50 per unit 


AND, WHY 
State utilities meet their renew- 
able purchase obligations 


WHO SELECTS DEVELOPERS 
NTPC Vidyut Vyapar Nigam 


HOW 
By inviting applications 


COMMITMENT 
Developer must agree to commis- 
sion project by March 31, 2013 


DECIDING FACTOR 
Developer’s turnover, net worth, 
land in possession, etc. 


*Reviewed annually 


tariffs. The tariffs tend to decline as 
capacities add up. Anil Ambani-pro- 
moted Reliance Power has evaluated 
sites in Rajasthan for a 100-mw solar 
power project, while Tata Power is 
looking at generating 300 Mw by 
2013. The Tatas are beginning with a 
3 MW plant at Mulshi, in the Western 
Ghats. Astonfield Renewable 
Resources has proposed 778 MW 
worth of projects across the country 
and hopes to commission two proj- 
ects of 5 Mw each this year and an- 
other of 10 ww next year. Other plants 
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RENEWABLE ENERGY-SOLA 


being built include those of Videocon 
and Moser Baer. Industry experts in- 
dicate each Mw creates 10 jobs. 


The Challenges 

The task ahead is enormous, though. 
For instance, adding 1,100 mw 
capacity by March 31, 2013 means 
building an average of 275 Mw ca- 
pacity each year. The availability of 
modules, however, is not a problem as 
the mission document mentions that 
the country already has a rv (photo- 
voltaic) module manufacturing ca- 
pacity of 700 mw. But panel costs are 
an issue, and they need to fall. 
Madhusudan Atre, who heads the 
India operations of Applied Materials, 
a global leader in nanomanufactur- 
ing technology, says the academia 
has to closely follow fundamental re- 
search in devices, materials and 
processes in collaboration with the in- 
dustry to get overall systems costs 
down, increase cell efficiencies, and 
help build scale. "As the costs start 
going down, grid parity by 2022 will 
become possible," he says. 

Entrepreneurs are sure to hunt for 
modules available at cheaper prices 
regardless of who makes them. China, 
home to about half of all solar manu- 
facturers, is sitting on giant capaci- 
ties aimed at foreign markets. Azure 
Power itself, for instance, sourced its 
panels from China, and Wadhwa says 
the Chinese-made panels are cheaper 
by 20-30 per cent. 

The Solar Mission's approach has 
drawn a bit of flak, too. Pv cell makers 
are agitated at MNRE's moves to get 60 
per cent of grid-connected plants under 
the still-evolving solar thermal tech- 
nology that aims to use steam to drive 
turbines. "Solar thermal is a nascent 
and unproven technology with no 
base in India while pv is a tried one, de- 
veloped over the last two decades...As 
a matter of official policy, the mission 
should be tech-neutral and let the 
market decide the winners," wrote 
Tata BP Solar ceo K. Subramanya in a 
newspaper recently. MNRE's Singh, 
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**The Solar Mission should be tech-neutral 
and let the market decide the winners!’ 


K. Subramanya, CEO, Tata BP Solar 


however, clarifies that equal impor- 
tance has been given to solar thermal 
and Pv technologies. "By carving a 
space for solar thermal, we are paving 
the way for solar thermal manufac- 
turing industry to set up base in India, 
which would, hopefully, result in low- 
ering of costs and thus tariff,” she says. 

Some experts reckon the policy 
will benefit Rajasthan and Gujarat 
more, as these states get maximum 
sunshine and would thus attract the 
largest number of developers. They 
favour two or three types of tariff linked 
to a region's solar incidence. That 
could lead to an equitable distribution 
of projects. A project could then earn 
twice as much in Rajasthan than in 
West Bengal. they suggest. 


Tall Target? 


The National Solar Mission hopes 

to achieve its targets by offering 
huge subsidies to developers. 
CURRENT CAPACITY 12 MW 
PHASE | 

Up to 2013 1,100 MW 
PHASE II 

Up to 2017 4,000 MW* 
PHASE III 

Upto2022 20,000 MW* 


(* Cumulative capacity) 


Power sector experts think the 
Centre can hope to meet its vision if it 
can involve states too. Says WBGEDC's 
Chaudhuri: "The mission's success is 
in everyone's interest. The Centre 
could set state-wise targets for capac- 
ity addition and allocate projects ac- 
cordingly." As of now, one compelling 
reason for states to participate in the 
mission is that they can meet their re- 
newable energy purchase obligations 
by buying the bundled power from 
NrPC Vidyut Vyapar Nigam. 

There is also the question of the 
government's own ability to absorb 
huge subsidies. Arvind Mahajan, 
Executive Director of KPMG Advisory, 
thinks the subsidy burden will come 
down after a few years once costs come 
down and scale picks up. "You must 
look at 2022 goals more as a vision 
than as a target. A vision helps build an 
ecosystem which will sharpen the 
focus of all stakeholders." At Rs 18 
crore a MW at today's prices, funding, 
too, looks like an issue. But Somak 
Ghosh, Group President, (Corporate 
Finance and Development Banking), 
yes Bank, dismisses such concerns. “If 
PPA's are designed in a bankable man- 
ner, there is no problem with the avail- 
ability of funds. Banks know there is a 
power shortage and power genera- 
tion is a good business." Investors, we 
guess, have heard that. © 
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How to Drive Private 


Sector into Solar Power 


he National Solar Mission is one of the 
| most ambitious solar plans that any 

country has laid out so far. The hope is 
that it will also establish India as a global leader 
in solar energy, not just in terms of solar power 
generation but also in solar manufacturing 
and generation technology. It is imperative 
that we have a strategy to make solar power 
affordable. With more than 40 per cent of 
India's population still deprived of a basic elec- 
tricity connection, there are half-a-billion peo- 
ple in India as potential customers provided 
the price is right. Further, it reinforces that 
major developing nations like India 
can also become renewable energy 
hubs. The following steps will 
help solar power achieve a 
minimum critical mass and 
attract investment: 

Make solar cost- 
competitive: The generic 
tariff calculated by 
the Central Electricity 
Regulatory Commission 
(CERC) for solar power for 2009- 

10 has been proposed at Rs 18.44 

per unit, which is four times higher 

than fossil fuels or wind energy. It is important 
to make solar energy cost-competitive as quickly 
as possible for sustainability. 

Make funding available: The key barrier 
has been the high price structure of solar en- 
ergy systems. This comprises almost the entire 
cost at the time of installation plus low running 
costs—negligible in the case of grid-connected 
plants—to be recovered over a long duration 
of 25 years. This leads to a perception of solar 
power being expensive. People forget that 
once they have installed a solar power sys- 
tem they will pay almost nothing for the next 
25 years. The only redressal is to reduce the 
upfront cost by innovative financial structur- 
ing of these projects. 

Energy security: Energy poverty is at the 
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heart of economic deprivation, and distributed 
solar energy can open up a new sustainable 
development model for rural India. 

Expand the horizons of business: While 
the manufacture of solar photovoltaic cells 
and modules is a high-technology, high- 
finance activity and will remain confined to 
leading players, there will be many other 
opportunities opening up for professionals and 
entrepreneurs in sales and marketing, 
installation and commissioning, service and 
maintenance, research and development, 
education and training, etc. Polysilicon man- 

ufacturing and wafering units should 
also come up. Solar thermal plants 
using different configurations 
of the concentrated solar 
power technology will lead 
to the growth of domestic 
industries in glasses and 
mirrors, etc. 
Enforce RPO levels 
and introduce time-of- 
the-day tariff: The solar mis- 
sion framework envisages the 
purchase of solar power by a NTPC 
subsidiary and sale after bundling it 
in equal measure with unallocated quota of 
NTFC's thermal power to state utilities against 
their solar-specific renewable purchase obli- 
gation. If this is enforced and utilities take this 
seriously and implement 0.25 per cent of their 
purchase from solar, rising to 3 per cent by 
2022, it will open up a sizeable market for solar 
power developers. Further, introduction of the 
time-of-the-day tariff will be useful as solar en- 
ergy availability matches demand require- 
ments during the day. 

The new Solar Mission policy has opened up 
a world of immense possibilities, one where 
solar power could fairly quickly start competing 
with fossil fuels. The scourge of climate change 
and global warming needs to be fought back 
with no less a warrior than the Sun himself, © 





The entry 
barrier of huge 
capital costs— 
people forget 
running costs 
are virtually 
negligible—can 
be addressed 
by innovative 
financial 
structuring. 
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~ various species of worms specially earthworms. This manure is 
then being used for tree plantation in company premises. We 
have already taken significant steps towards building a 
greener environment and are committed to work towards 
urban environment issues in future. We have and we will 
continue to build a safer and greener planet for us”. 
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tarted as Minnesota 
Mining and 
Manufacturing Com- 
pany in 1902, 3M, as it 
is known today, has been 
the subject of many a 
case study in business 
schools for its culture of 
innovation. Though the company. which 
began with mining stone from quarries for 
use in grinding wheels, itself may not 
enjoy instant brand recall, its products do: 
Scotch Tape, Scotch-Brite, and water- 
proof sandpaper, to name a few. On his 
second visit to India, GEORGE BUCKLEY, 
Chairman, President and cgo, 3M, spoke 
with BT'S K.R. BALASUBRAMANYAM and 
JOSEY PULIYENTHURUTHEL ON 4 range of 
issues, including the 3M culture, how 
emerging markets are changing corpo- 
rations such as his, India's growing role 
as a supplier to the bottom-of-the-pyramid 
markets, and his personal learnings. 
Edited excerpts: 






3M has been known to have inno- 
vation as its DNA much before 
innovation became a fashionable 
word. Do you still follow the 
philosophy that 20 per cent of 
your revenues five years on will 
come from products that you 
don't have in your portfolio today? 
Yes, we do. That number is higher this 
year; it would be close to 30 per cent. 
Andin five years, we want that num- 
ber to be about 40 per cent. That is a 
measure of new product vitality as we 
call it, and that's very important to us. 


Do you achieve such targets? 

We have achieved that number (30 
per cent) this year (2009). That num- 
ber had begun to fall when we began 
focussing on big projects in the opticals 
or pharmaceutical business. But when 
I came to the company (in December 
2005), we decided to focus more on 
the core. You can't plan a certain fin- 
ancial future on accidental big bangs. 
A far better approach is to make sure 
the core is strong. You can (then) get 





a lot of smaller pops. The best way to 
ensure steady growth is to invest in 
many more, perhaps, smaller pro- 
grammes than occasionally relying 
on the one or two programmes that 
may become very, very large. A 
change of philosophy, shall we say. 


What are the defining factors of 
that philosophy? 
It's in the culture, not in the process. 
It's in the way we hire, the way we 
promote, the way we encourage, the 
sharing of technological ideas. That 
culture has been built over 60 years. 
It is a natural self-sustaining element 
and you capitalise on it. Of course, it 
depends on the individual taste of 
CEOS, but I was a researcher many 
years ago and understand the process. 
Second, what is different about 
3M is that we celebrate the sharing of 


technology as much as we celebrate 
individual success in technology. I 
find this openness, this willingness to 
share and celebrate when someone 
else takes an idea that you had and 
maybe even makes it better an unu- 
sual feature at 3M. At former com- 
panies that I worked for, the technol- 
ogy was always isolated and confined 
to individual divisions or silos. 

We grant 15 per cent of time to 
(personal interest) research; we grant 
people about one day a week to do 
research on what they want to work 
on. A lot of 3M researchers are ext- 
remely creative and want to do a lot of 
things independently. Creativity can 
be encouraged only in an atmosphere 
of relative freedom. What we don't 
want is the other extreme of laissez- 
faire: Anarchy. So, the vast majority of 
things get done either within the core 
or some distance from the core. 


INTERVIEW 


If the current economic squeeze 
were to continue for five years, 
will you be able to support this 
kind of innovation? 

Absolutely, without a question. In 
fact, for 3M, it almost will be a blessing 
ifthe current economic circumstances 
stretched out because it will allow us 
to pull away from the competition 
who can't do what we can. They can't 
fund either their own growth or fund 
capital investment or fund this level of 
R&D. We can. We can do it forever. It is 
a sort of twist of irony. It almost will be 
a Godsend competitively. 


That said, how has the recession 
treated 3M? 

This was the worst contraction in ind- 
ustrial production in the United States 
in 85 years.... What we did was to 
build a financial model of what we 


"INDIA HAS THE CAPABILITY TO BECOME THE 
CENTRE OF EXCELLENCE, NOT ONLY JUST 
FOR INDUSTRIAL MANUFACTURING" 


thought would probably happen in a 
downturn. It was very, very accurate, 
It enabled us to have some kind of a 
view on the future, to suggest how 
long the economy would continue 
contracting before the turnaround, 
what we have to do to downsize and 
where, how urgent it is or otherwise. 


Has your concept of innovation 
changed post-recession? 

[ don't think so. I think the recession 
was more an endorsement of the value 
of our course. No question that we 
should turn a different route. Earlier, 
we only participated in the top of the 
pyramid. When I came to the com- 
pany, we started moving down the 
pyramid. The reason for that was in 
businesses with low entry barriers 
like industrial tapes, abrasives, etc., 
there were too many competitors 
around the world and most of them 
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were Asian. And they might always 
come out with low-cost offerings for 
the bottom of the pyramid. We did 
that for strategic reasons, but we 
got kind of lucky that we were alr- 
eady prepared when the economic 


downturn came along. The middle of 


the market shrank, some people 
went down and the bottom grew. 
We were just hugely well-positioned 
to respond to that. 

At this point, I will make a forecast. 
The Tatas, even without the Jaguar 
and Land Rover acquisitions, have 
gathered capability coming from the 
bottom of the pyramid. Eventually, 


in 20 years, they will become one of 


the premier manufacturers of cars in 
the world. 


Will you then also consider 
moving a large chunk of your R&D 
into emerging markets? 

It has already happened. When we 
want to grow a market, we have a 
money-back guarantee. In emerg- 
ing markets, we have installed labs. 
We did it in China and other markets 
and are doing it now in India. It is an 
absolute guarantee for growth. 
Historically, a vast majority (of inn- 
ovation) came from the us. But inc- 
reasingly. innovation is coming from 
overseas. 

I am convinced that India will 
follow the China pattern.... We have 
wonderful capabilities in surface 
chemistry and materials science. India 
is a great source of mathematicians. 
So, electronics and mathematical 
modelling have become more and 
more important parts of what we do 
(in India). I think India has the cap- 
ability to become the centre of excel- 
lence in not just industrial manufac- 
turing, but even very high techno- 
logical developments will naturally 
gravitate to India. 

India has an opportunity of a life- 
time to become the world's leading 
small carmaker. I don't mean just 
volumes. India will get volumes bec- 
ause of the population. When you 
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build that kind of volume, you build 
the supporting ecosystem, you suppose 
the way people think about design. 
austerity, materials, ingenuity. 


Could you elaborate further? 
It takes a lot more ingenuity to bring 
technology and value at the bottom of 
the pyramid than it does at the top— 
to bring real value and breakthrough 
ideas and value that costs next to 
nothing. It is a vital adjustment in 
the way we think about innovation. 
Nano is the start of a sea change 
in attitudes, what people are pre- 


pared to buy, their value proposition, 
and obviously, the Tatas will start 
with capacity. As the Tatas add cap- 
acity and, perhaps, consider doing 
that in other countries, they have 
the chance to really rewrite the future. 
We, as 3M, need to be here with it, 
finding ways to reduce emissions, 
weight and noise to help the Tatas 
realise these dreams. And, when they 
realise their dreams, we can realise 
ours with them. 


You don't have a history of doing 
work for the bottom of the pyra- 
mid. What are the top things in 
your labs that will enable you to 
make transition to that kind of 
innovation? 
Nature has very inexpensive non- 
woven material available right here in 
India: Coconut. So, one of the things 
we have been looking at for the bot- 
tom of the pyramid market is how to 
substitute something made with 
expensive polypropylene with less 
expensive material like nylon. God 
has also presented us with a wonder- 
ful natural material in coconut. So, we 
are substituting that in products. 
Then, for noise reduction in a car, 
over a year and half ago, we developed 
a small plastic sheeting with little 
columns that naturally tunes out 
noise. You can substitute heavy 
padding with relatively thin layer of 
micro replicated plastics and get the 
same impact. So, it is always about 
introducing either using a natural 
material, which is inexpensive, or 
using a higher level of technology. 


That's interesting. Are there any 
more examples? 

In the quest for weight reduction— 
weight reduction equals fuel red- 
uction equals emissions—we make 


INNOVATION IS A JOURNEY OF CURIOSITY. IT IS 
A JOURNEY OF ACCEPTING SOMETHING 
DIFFERENT FROM WHAT YOU PROBABLY HAVE" 


small microscopic glass bubbles that 
are used to alter the density of a wide 
variety of materials. Customers were 
using resin to achieve this effect. 
About two years ago, I said I wanted 
glass bubbles at the same cost per 
pound as the cost of resin it displaces. 
If you can do that, the value propo- 
sition for the customer is to have a 
material which is no more expen- 
sive than the material that they are 
currently using. It brings volume to 
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/ Euro. The bids in sealed envelopes should be addressed to the General Manager (TDMD) and sent by post / submitted, so as to reach India 
Trade Promotion Organisation (Room No, 224), Pragati Bhawan, Pragati Maidan, New Delhi-110001, upto 1500 Hrs. on 18th February, 
2010. The bids will be opened same day at 1530 Hrs. 

For full details & bid document visit: www.indiatradefair.com 


For further details, please contact: g 
MR. V.K. GAUBA EJ 

Officer on Special Duty i 
Tel:00-91-11-23371873 Email: vijaygauba yahoo.com d 
MR. M. BHO! INDIA TRADE PROMOTION ORGANISATION E 
Senior Manager roe DINER: 
Tel:00-91-11-23371740 Email: mbhoi@itpo-online.com : www.indiatradelair.com $ 













INTERVIEW 


us and light weight to the customer. 
For a Japanese car manufacturer, 
we can take out about 100 pounds or 
50 kg out of cars using these mate- 
rials for no extra cost. 

There are many other examples. 
In LcD televisions, we have film 
technology that cuts the number 
of backlit lamps and energy usage by 
half. The film does not cost any 
more than the bulbs. We have been 
thinking on these lines: Not about 
what we can add but about what we 
can take out. 


What are your plans for 
investment and hiring in India? 
We have just announced develop- 
ment of new labs. We have five man- 
ufacturing plants and we will con- 
tinue to invest in India as it is a huge 
growth market. We have very high 
internal growth targets for India. My 
own aspiration is that I want five 
times the volume in five years and it 
is possible. 


Some numbers...? 

Sales will top $1 billion in five years— 
up from some $200 million today. 
My first target was why not $3 bil- 
lion. The market is expanding so rap- 
idly here that we probably have to 
stop thinking in terms of percentages 
but in folds: Two-fold, three-fold, four- 
fold, five-fold. India is very unusual 
and I said this in a meeting with ana- 
lysts in New York: India for India. Not 
India for exports. The growth of dom- 
estic market here is huge. I think India 
in five years could even be several bil- 
lion dollars for us. 

I think within 10 years, China 
will be bigger than the us for us and in 
the same period, India can be at least 
as big as China is today. We may see 
China as the largest of markets for 

3M. It is entirely possible the us will be 
#2 and India will be #3 or #4. 


Give us some sense of your 
emerging markets focus. 
We sell two-thirds of our products 
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3M BOILERPLATE 


© |n five years, 40% of the 
company's revenues will 
come from the products 
it doesn't even make today. 
Currently that figure 
is 3096. 





* Five-fold increase in India 
revenues-from $200 million 
now to $1 billion in five years. 


* Employs 1,500 people in five 


manufacturing facilities and 
two R&D labs in India. 


* Key sources of revenue in 
India are road signage, rubber 
adhesives and dust-free 
sanders. 


outside the us today. I think emerging 
market sales are 17 per cent of our 
total. These are not tiny numbers. 
And we are talking of accelerating 
that significantly so that, perhaps, 
the total sales in emerging markets 
will be equal to emerged markets. 


Will you also align your prices to 
suit the bottom of the pyramid 
consumers? 

I think we will respond to that by 
some changes in products. It is not 
just about pricing, it is in finding prod- 
ucts that are appropriate to the mar- 
ket. It is about how do you to find a 
way to deliver value at much lower 
costs. And you always benefit if you 
can always carry those lessons for- 
ward in high cost markets and use 
those lessons either to alter pricing 
or make more money. It is not just 
about pricing, it is about content. It is 
dangerous in a market if you think 
good as the best. 


You are an outsider at 3M; what 
have you learnt at 3M? 

[ have learnt the old things still work. 
The three things that are important in 
a business: That's about cash, profit 


and return on investment, in that 
order. As long as you don't focus on 
those, you cannot drive your com- 
pany to prosperity. 

I have long been known for my 
push for growth. Because, in terms 
of value creation for the sharehold- 
ers, when you think of all stakeholders, 
if we can find a way to grow, which 
will be value for shareholders, and 
brings opportunities for our employees 
and brings choice for customers, it is 
an absolute virtuous circle: Win, win, 
win, if you can drive growth. You 
can drive growth, through market, 
through invention, through pene- 
trating all levels of the pyramid... 

[ have had a lifelong abiding cur- 
iosity about learning, about other 
people's culture, and how to take a 
thing and do better with it. Just this 
morning we were talking about sim- 
ilar things that are important to 
Indian market. Something I have 
been pressing about since I came here 
is the power of local brands. So many 
companies imagine it the American 
way, or the British way, or the 
German way, or the Japanese way 
as the best way. But I think in the 
end it is the Indian way that is best for 
India. And the China way is the best 
for China. 

The other thing is to be open- 
minded, to be a believer in the power 
of diversity—1 don't mean this in any 
kind of stupid political way. If you 
look at the leadership of our com- 
pany, it is an American icon; it is 122 
or 123rd in terms of market capitali- 
sation. Yet I am a Brit. The man who 
just retired from consumer (division) 
was an Iranian, who made way for a 
Spaniard. The man who heads our 
industrial business is a Korean, the 
man who heads international busi- 
ness is a Swede. The man who heads 
strategy is British, the man who heads 
safety and security business is French. 

Innovation is a journey of curi- 
osity. It is a journey of accepting 
something different for what you 
probably have. © 
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Avaya and Nortel Enterprise Solutions have combined 
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Learn how much better your business communications 
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INVESTING-MULTI-FAMILY OFFICE 


“Multi-family offices" are busy grabbing clients 
as super-rich families depart from private and 
priority banking to get a more personalised (and 
hassle-free) way to grow and protect wealth. 


MANU KAUSHIK 


ive months after return- 
ing to India, Anil Kalra 
got a call from an old 
friend. He wanted Kalra 
to meet his "Relationship 
Manager". No doubt ano- 
ther young hotshot with some for- 
eign bank, Kalra thought morosely. 

Having spent 25 years abroad 
and coming back with pots of moolah, 
Kalra, a former group Chief Executive 
of the largest financial services com- 
pany in the Caribbean, had discov- 
ered that managing his wealth from 
India would not be easy. Just a few 
days before his friend had phoned, 
Kalra had been to Citibank and ABN 
AMRO to open high-end accounts. 
“Somehow, I was not able to get a 
complete picture of my current fin- 
ancial status," recalls Kalra, of those 
first few days after signing up with 
Citigold Wealth Management and 
ABN AMRO Van Gogh Preferred 
Banking. For one, there was no one to 
help him tackle the shock of discov- 
ering that his huge medical cover 
abroad had gone, leaving Kalra, 58, 
and his family with a measly med- 
ical cover of Rs 3 lakh each. 

But the friend's relationship man- 
ager turned out to be Client Associates, 
which offered Kalra what is called a 
multi-family office service—an inde- 
pendent advisory platform for rich 
families, offering a multi-disciplinary 
approach to managing their wealth. 

Kalra, a Chartered Accountant 





by training. fell for their business 
model and suggestions on how they 
could deal with the medical contin- 
gencies. "When I came to India, I was 
looking at various options. All the 
options—private banking. priority 
banking, wealth management serv- 
ices—were pretty much the same. 
Each had a menu of products and 
you had to select from that... it wasn't 
really financial advice," Kalra says. 

Kalra asked Client Associates to 
run his financial back-office. "The 
objective is to protect and create 
wealth. Making sure that if tomor- 
row something happens to me, there 
is an orderly transfer of that wealth to 
my heirs,” he says. 

Kalra, who has assets and invest- 
ments in four countries, thinks multi- 
family offices are made for ultra high 
net worth individuals (uiis) like him. 
who often need to access their inter- 
national assets and unbundle them at 
the right time. "With international 
investments, tax planning and suc- 
cession planning become very critical. 
For instance, if you prepare one will, 
and you have assets in four different 
countries, you will be subjected to 
four different taxes on your total 
wealth," says Kalra, who is now 
preparing a structured bequest with 
the help of Client Associates. On the 
investments side, he is close to writing 
a cheque for a private equity deal in a 
fast-food vans start-up. 

The multi-family office, which 


PMS vs Priority Banking 


vs Family Office 








m Astand-alone product. 

m Just one investment option that may 
form part of the portfolio. 

m Managed on a discretionary basis. 

m The client, after investing funds in the 
PMS, has no say over the portfolio. 

m Decision authority resides with the 
fund manager. 








m Focus is not only wealth advisory, but 
wealth protection and estate planning. 


m Solutions are customised using the 
entire range of products. 

m Clients have a single point of contact, 
and execution. 

m Operates on an open architecture 
model; there is no emphasis on 
product pushing. 

m Clients get personalised attention 
from senior investment management 
team on each portfolio. 


w Actsas a "one-stop shop" for 
finance (personal and business) 
related needs of the clients. It is 
akin to being the family's CFO 
and consultant. 
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goes beyond wealth management 
and private banking, is catching 
up fast with super-rich families 
in India. While the concept is not 
new, what is different now is that the 
ranks of the very, very rich are 
swelling. According to a 2008 report 
by Celent, a us-based financial research 
and consultancy firm, there are 
20,000 families in India with an 
investible surplus of $10-30 million 
(Rs 46-138 crore) and 6,000 fami- 


lies that have an investible surplus of 


above $30 million. The report says 
that households with investible surplus 
in excess of $30 million would touch 
10,500 by 2012, while the house- 
holds with investible surplus of $ 10-30 
million are expected to grow to 42,000 
during the same period. 

Apart from providing traditional 
wealth services, multi-family offices 
also render functions 
like succession plan- 
ning, philanthropy, 
oflshore concierge ser- 
vices (read assistance 
with travel and enter- 
Llainment arrange- 
ments around the 
multi- 
generational education, 


world). 


legal and taxation advisory, 
investment in Indian and interna- 
tional art, and Indian and overseas 
real estate. That's way beyond what 
private banking offers. 

Best of all, family offices are not in 
the business of merely "selling" third 
party products such as insurance or 
mutual funds to their clients. These 
products often come with a sales 
commission, prompting wealth man- 
agers to push them. 

Explains Richa Karpe, Director 
(Investments), Altamount Capital 
Management: "Typically, wealthy fam- 
ilies in India get their company's CFO, CA 
or legal people taking care of their per- 
sonal financial affairs. But this is not 
their primary job. Besides this, families 
have two options—either create their 
own single family office (sro) like 
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Mukesh Ambani or Azim Premji or 
partner with a multi-family office.” 

In order to build the whole 
capability internally through a sro, 
they need a vendor platform, reporting 
software, and 4-5 people who have 
expertise in managing wealth. But 
for this, they need to spend huge 
amount of money and time. The other 
way is to use the existing platforms 
such as multi-family office. 

“We have tools, ability and a full- 
fledged team to do that. We are the 
independent eyes and ears of the fam- 
ilies,” says Karpe. 

People argue that multi-family off- 
ices aren't much different from exi- 
sting wealth management concerns 
that also serve rich families. However, 
those involved in this business think 
otherwise. Says Jaideep Hansraj, Head 





“Our job is to ensure that each portfolio 


is aligned to the asset allocation plan" 
Richa Kar pe, Director (Investments), Altamount Capital Management 


(Wealth Management Services), Kotak 
Mahindra Bank: "As opposed to the 
current wealth management industry, 
which looks after a small pie of the 
family wealth, the idea of family of- 
fice is more holistic. Also, we don t sell 
products to our clients. Our structure 
provides one-stop service for the fam- 
ilv's diverse needs." 

Once a family subscribes to this 
service, it does not have to deal 
with banks, stockbrokers or wealth 
managers. The advisory firm sorts 
out all that. In addition, multi-fam- 
ily office services offer risk man- 


agement, insurance, and a range of 


lifestyle services such as bill pay- 
ing. property management, docu- 
mentation and other banking and 
administrative activities. 
Essentially, a multi-family office 
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INVESTING-MULTI-FAMILY OFFICE 


aggregates all the portfolios and 
accounts that a family may have with 
different institutions. Their key role 
is to do a thorough performance analy- 
sis on who is performing better and 
who's not. The advisor, being fully 
briefed about the client's cash flow, 
investments, tax situation and family 
dynamics, sets up a family committee 
that works out strategic asset 
allocation and long-term objectives. 

"Our job is to ensure that each 
portfolio is aligned to the asset allo- 
cation plan. In several cases, we see 
that families have been sold the same 
fund by different financial institutions. 
And on an aggregate basis, they have 
very high exposure to one sector or 
one fund. We keep check on such 
risks and advise clients to rebalance 
overall portfolio," says Karpe. 

On a broader level, multi-family 
offices have three kinds of people— 
relationship. investment and private 
equity managers. Most of them also 
hire a small number of legal, taxa- 
tion and estate planning consultants. 
While the average account size varies 
from Rs 25-100 crore, these rela- 
tionship managers usually handle a 
maximum of four clients. 

Says Himanshu Kohli, Founder 
Partner, Client Associates: "Large av- 
erage account sizes and low client to 
employee ratios allows a great deal 
of focus and attention on each family." 

A multi-family office also helps 
families avoid the three-generation 
trap. Without effective planning, as 
many as 70 per cent of wealthy fami- 
lies actually lose control of their wealth 
by the end of the second generation, 
and 90 per cent by the end of the third, 
according to a study last year by the 
Williams Group, a Us-based family 
wealth consulting firm. Says Viraj 
Ghatlia, vp (Strategic Solutions), Ask 
Family Office: “One of the reasons why 
clients choose family office services is for 
the expertise that they provide in pro- 
tecting wealth from the viewpoint of it 
being successfully transferred to the 
next generation.” 
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Top of. 
Pyramid 
Focus 






What a Multi-family 
Office Does 


= Wealth Management 
= Financial and Tax Planning 


m Estate Planning and Systematic 
Wealth Transfer 


m Philanthropy Counselling 
m Expertise in Alternatives 
m Risk Management | 
= Consolidated Reporting 


= Administrative Services, such as 
Documentation, Payment of Bills, etc. 


= Coordinate External Advisors 





This wealth transfer to the next 
generation can be done in many 
ways, says Ghatlia, the most com- 
mon route being the creation of trusts 
that are irrevocable in nature, house 
sizable amount of assets and are man- 
aged actively by the trustees who 
carry out the objectives as stated in 
the trust deed. 

"The trust may also appoint an 
investment advisor to provide invest- 
ment advice on the assets of the trust,” 
notes Ghatlia. 

Karpe says families are increas- 
ingly paying attention to smooth tra- 
nsfer of wealth from one generation to 


€ Retail Advisors 


Source: BT Research 


another. "In India, a lot of younger 
generations are inheriting family busi- 
nesses. Let's suppose a family wants to 
make a will. We, as an external dis- 
passionate party, come into the pic- 
ture, and get involved with each mem- 
ber. Following our analysis and ques- 
tioning, we help families drive the 
process," she says. 

Karpe notes that a large number 
of families have interest in philan- 
thropy, but don't know how to go 
about it. "Altamount develops the 
whole offering for them. We help 
them set up a trust, identify the causes 
and how those causes can be sup- 
ported," she says. 

Although fee structures vary 
widely, most multi-family offices 
charge for assets under supervision, 
which varies from 0.5-1.5 per cent 
annually. Generally, fees are based on 
the time, volume of work and att- 
ention that a family needs. Also, due 
diligence must be taken while eval- 
uating a family office proposition. 
There are some aspects of the rela- 
tionship, such as quality of research, 
sophistication of advisory tools and 
company expertise that must be 
analysed before taking the plunge. 
With the economy rebounding, 
surely multi-family office will have 
more takers than ever before. © 


COMMENTS & FEEDBACK AT 
btfeedback@intoday.com 


7D emand for coffee in the country has been growing very fast. Traditionally 
only South Indian States were considered as the market for coffee. In recent 
years coffee has acquired a national presence and demand for coffee is growing 
much faster in the non-south regions. Between 2003 and 2008 the coffee 
consumption has grown in the non-south regions @ 45% annually while it has 
grown by 2.496 p.a in the southern states. There are exciting business opportunities 
for coffee processing units especially in non-southern states. 


TAKE A STEP FORWARD. 
START A COFFEE 
PROCESSING UNIT. *s 


Coffee Board provides 25% subsidy with a ceiling of Rs 25 Lakhs per unit to individuals 
and firms and 40% subsidy with a ceiling of Rs 40 Lakhs per unit to the self help groups 
and growers collectives or co operatives -on the total cost of the equipment. 


The eligible items for support are: Roasting, Grinding and Packaging machineries all together 
or either Roasting or Grinding machinery along with Packaging machinery. 


Existing units can also avail this benefit for addition of any of the components. 


Eligible Capacities of Machinery: Roaster of 10 kg per batch or more capacity, Commercial 
grinder of 15 kg or more per hour capacity Packaging Machines of the following types (pedal 
sealing, continuous sealing, filling and sealing, form fill and sealing, automatic or semi automatic 
Nitrogen flushing and sealing machine, automatic and semiautomatic Vaccumising sealing 
machine) are eligible for subsidy under the scheme. 


Please obtain complete details of the scheme and the detailed conditions of eligibility, 
application procedure etc by accessing ‘Support for Coffee Processing’ from Coffee Board 
Website www.indiacoffee.org 


Note: This is for general awareness and should not be construed as the complete & 
conclusive document for the purpose of determining entitlements. 


‘reen Beans Coffee Roasting Roasted Coffee Coffee Grinding A Cup of 
Machine Beans Machine Brewed Coffee 
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THE PROBLEM 
Marginal top line 
growth. Sales grew 
by less than 10 per 
cent every year 
between 2002-03 
and 2007-08 


THE REASON 
Challenges in 
expanding the 
plantations and 
limitations in 


left little headroom 
for growth 


THE SOLUTION 
Seek better 
realisation for 
existing produce by 
selling value-added 
branded products, 
both in rubber 

and tea 


THE CHALLENGE 
FMCG market, espe- 
cially tea, is brutally 
competitive and 
requires deep pockets 
and innovative 
strategy to succeed 


HN 
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hen Pankaj Kapoor took over as the 
Managing Director of Harrisons Malayalam 
(HM) in April 2008 his brief was clear—unlock 
the potential for growth in the company 
whose revenues, in the previous six years 
between 2002-03 and 2007-08, grew by less than 10 per 
cent year on year from Rs 124 crore to Rs 209 crore. 
Kochi-headquartered HM, an RPG Group company, is 
the largest grower of tea in South India with an annual 
production of 17 million kg from its plantations across 
Kerala and Tamil Nadu spanning 15,000 acres. It is also 
the single largest producer of rubber in the country with 
18,300 acres under cultivation in Kerala and an an- 





improving productivity 


CASE STUDY-HARRISONS MALAYALAM 


nual output of 1 2,200 tonnes. It has a projects division too 
that does engineering projects. 

It did not take Kapoor and his top team too long to 
understand that the business in its current form offered 
very little headroom for growth. "We could not grow by 
expanding the plantations as it is very difficult to ac- 
quire land. Also, there were limitations to improving the 
productivity of our existing land," says Kapoor. HM's pro- 
ductivity at 5,750 kg/acre for tea was already higher 
than the industry average of 4,500 kg/acre though some 
newer gardens do produce 8,750 kg/acre. In the case 
of rubber, H's productivity at 666 kg/acre is marginally 
lower than the India average of 740 kg/acre. "We realised 
that HM should move away from cultivating and selling the 
produce as commodities in auctions if it has to achieve 
higher growth," he adds. 

The situation, Kapoor and his top managers 
surmised, called for significant transformation in the 
way the company was hitherto doing its business. A 
two-stage plan to propel uw's growth was arrived at. 

As a first step, HM decided to mine more value from ex- 
isting operations, by upping land productivity (through 
re-planting old tea bushes and rubber trees with new 
high-yielding varieties and inter-cropping pineapples, 
bananas and other crops with rubber), labour productivity 
(through mechanisation) and factory output (through 
modernisation). It also improved the capacity utilisation 
of its factories by buying produce, both rubber and tea, 
from other growers. These efforts have begun to show re- 
sults and taken revenues from Rs 209 crore in 2007- 
08 to Rs 293 crore in 2008-09 and the company hopes 
to close 2009-10 at Rs 350 crore. "These measures were 
aimed at not only bringing in a burst of immediate growth 
but also improve further the overall productivity and 
quality of the output—an important pre-requisite for the 
company's second strategy,” says N. Dharmaraj, 
Vice President, Tea Division. 

Their second strategy, clearly more challenging 
but with the potential to take the organisation to a 
high trajectory growth path, was to convert nM into a 
fast moving consumer goods (FMcc) company. “HM has 
always had its tea brands. In fact, we launched our 
first brands (Surya and Mountain Mist) along with 
Tata Tea way back in 1970s," points out Kapoor. But 
HM's branded tea business never really took off on a large 
scale for a variety of reasons. Those tracking the tea in- 
dustry say that the company tried to act like an FMCG 
company by remaining a plantation company at heart. 
It had repeatedly failed to attract good talent with rwcc 
background to run its branded tea business as the 
company's wage structure more suited the plantation 
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Go for Brand 
Extensions 


JAYARAM K. IYER, Associate Professor, 
Loyola Institute of Business Administration 


firm should strive to change its status quo by 

an aggressive pursuit of more sales and/ or 
profits. It can do so in broadly three ways: (1) 
improve efficiency within the firm's current opera- 
tions or value chain (2) backward and forward in- 
tegration of the value chain and (3) pursuit of new 
opportunities not related to the current primary 
value chain. The first area is reasonably well ad- 
dressed, the second can be more aggressive and 
the third is perhaps the road to HM's El Dorado! 

The FMCG division of tea and rubber is the 
forward integration. HM is a "follower" in tea 
market, where the leader is HUL and the chal- 
lenger is Tata Tea. There are several strategies 


The regional roll-out strategy...is quite 
appropriate-for it provides replicable 
learning and cash required for the next 
regional roll-out and...provides for 
specific adaptation to local requirements 


for a follower and the riskiest is carrying a full 
portfolio of brands that cover all price points—for 
it will attract competitive retaliation. One of the 
most successful strategies is the one of imitation 
of the leader and challenger of their flagship 
brands (look at Sony and Panasonic). 

The regional roll-out strategy, as opposed to 
a national launch, is quite appropriate-for it 
provides replicable learning and cash required for 
the next regional roll-out and at the same time 
provides for specific adaptation to local require- 
ments. However, a foray into fruits and juices 
should be done with great care, for investment 
and management of cold-supply chain is 
inevitable for scale in this business, and is 
immensely different from warm supply chains 
(for tea and other FMCG products). Here, it may 
also leverage RPG Group's existing expertise in 
managing retail chains (Spencer's Daily). A firm's 
competitive advantage is in not only launching 
successful new brands but also in leveraging the 
distribution network with more brands exten- 
sions-the reason why, for example, CavinKare has 
forayed into many products sold at a grocer's 
(e.g. pickles, shampoos, etc). 
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sector. So the responsibility invariably landed on the 
executives from the plantation sector who were not 
trained to listen to consumers. That explains HM's 
decision to package and sell only those teas it culti- 
vates resulting in the company being absent in pop- 
ular segments such as Darjeeling tea and Assam 
tea. HM's brands thus remained regional with presence 
only in a few pockets. 

Unlike in the past, the branded tea strategy that the 
top management drew up now was well thought 
through, sincere and long term in approach. To start 
with, the company began by convincing its employees 
that it was possible for iiM to become an FMCG com- 
pany. "Our knowledge of tea is unquestionable. We 
are among the best," says Kapoor. "This fact needs to 
be coupled with a mindset change where the customer 
is seen as the king. The earlier inward-looking 
approach (controlling cost and selling at auction) had 
to go," he adds. 

The company started a consumer marketing division 
and began recruiting FMCG professionals offering them a 
competitive pay structure. A detailed market research fol- 
lowed and the brands were revisited. It was decided 
that HM will have its brand across the price spectrum and 
tea will be purchased from other plantations for pro- 
cessing and packaging in the case of Assam or Darjeeling 
Tea. Today, HM's tea brands are available in packs priced 
from Rs 150 (economy segment) to over Rs 300 (super- 
premium segment). 

Once the people and the brands were ready. the 
company began to set up its distribution network. 
Unlike most other rwcG launches, which are big bang af- 
fairs, HM began to roll out its distribution network and 
products in a calibrated fashion. It first started with 
Kerala and Karnataka, its traditional strongholds and 
followed it up with Tamil Nadu (in Chennai and 
Coimbatore). It recently forayed into parts of 
Maharashtra. The rollout was followed by localised 
brand promotion. "This is a conscious strategy. We 


"We can't compare ourselves with Tata Tea 
and HUL. They are global brands. We are not 
even a national brand yet" 

Pankaj Kapoor, MD, HM 


will first get the back-end ready and then go for mass 
branding, which is too costly. There are no shortcuts in 
this," explains Kapoor. uM will enter Orissa and Andhra 
Pradesh (Hyderabad) in 2010-11 and hopes to cover 
most parts of the country in four years' time. 

Also, the company is very clear that it does not 
want to take on Tata Tea or Hindustan Unilever—at least 
for now. "We can't compare ourselves with them. They 
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À never-ending story of challenging successes! 


to have end-to-end facilities like castings, forgings, 
fabrication, heat treatment and complete gear/gear 
box manufacturing including hob making, all in-house, 
in a built up area of one million square feet, spread 
over 125 acres of land. 


Maybach and Daimler played an equal role in 
developing the first motorbike in 1885. It was named 
"Reitwagen' (Riding car) in German. The motorbike 
saw rapid development and is now a major mode of 
transport across the world. 


We, at Shanthi Gears, have always strived for 
excellence and unmatched quality when it comes to 
our world of gears and gear assemblies. To this end, 
we have an extensive modern R&D and QC 
facility to ensure we deliver the best each time, 
every time. Because whatever technological 
advances happen, the fact remains that a machine 


is only as good as its gear. 


We have always endeavoured to keep pace with the 
evolving technologies and give highly customized 
solutions to industry leaders across the world. Ours 
is the only Gear Company, perhaps in the whole world, 


Today, you can find that our gears are driving aircrafts, 
trains, tractors, compressors, cranes, elevators, 
conveyors and other machinery in almost every 
industry like cement, textile, power, steel, sugar; just 
to name a few. 


We have brought into effect new, efficient and speedy 
customer support and logistics to further strengthen 
our customer relationship. With these additional 
systems, we can constantly work with our customers 
meeting their requirements on time, every time. 


All you need is to call our Head Office or our nearest 
Sales Offices directly. 


For any breakdown / emergency, we can do it in no time 
through our red channel route, by which various processes 
happen continuously like passing through a conveyor belt. 











CASE STUDY-HARRISONS MALAYALAM 


are global brands. We are not even a national brand yet. 
There is a third brand in every market and our hope is to 
grab that slot in three to four years," says Kapoor. HUL 
and Tata Tea, between them, account for 52 per 
cent of the 500 million kg branded-tea market in 
the country. 

In 2008-09 uw's branded-tea business earned rev- 
enue of Rs 8 crore. It is expected to be Rs 20 crore in 
2009-10. In four years, income from branded-tea busi- 
ness is expected to touch Rs 100 crore. The results 


"We are also considering acquisition of 
companies that are in the business of 


manufacturing rubber products” 
C. Vinayaraghavan, Vice President, Rubber Division, HM 


have already begun to reflect on the bottom line— 
realisations, the company says, have already improved 
by 20 per cent. The stock market too has taken note of 
this. HM's share price at the Bombay Stock Exchange 
(BSE) has doubled from Rs 60 levels in April 2008 to the 
current level of Rs 121. During this period the BSE 
Sensex rose by 4 per cent. 

Even as its branded-tea business grows at a measured 
pace, HM is readying its next move. "Once we gain 
enough scale, we will look at buying an international tea 
brand. That will then lay the foundation for our next big 
leap,” reveals Kapoor. Plans are also afoot to acquire tea 
gardens abroad, especially in Africa. HM is also planning 
to leverage its distribution chain by launching brand exte- 
nsions. For instance, it will soon add value to the fruits 
it grows such as pineapple and banana by offering them 
as packaged table-top fruits. It is also planning to enter 
packaged-juices segment. 

In rubber too, the company is looking at products. “As 
a forward integration strategy we are looking at 
developing new products such as thermo-plastic natural 
rubber. We are also considering acquisition of companies 
that are in the business of manufacturing rubber products 
such as threads or gloves," says C. Vinayaraghavan, 
Vice President, Rubber Division. 

The company has also financially readied itself for this 
growth. "Our debt-equity ratio at 0.54 and free reserves 
at Rs 153 crore offer us enough flexibility to fund our 
growth plans including acquisitions," says K.N. Mathew, 
Vice President, Finance. 

HM. with all these measures. hopes to double its 
current revenues to become a Rs 600-crore company in 
three years. That is three times the growth it managed 
before it started looking at value-added products. (9 


Case studies on Subhiksha, Nirula's, TI Cycles and ITC's 
e-Choupal are available on www.businesstoday.in 
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Don't be Impatient 
for Results 


. BALARAMAN 
Former Director, Hindustan Unilever Ltd. 


he tea market is huge and growth is low. There 
is market research evidence that consumers in 
India are shifting to packaged branded foods for 
convenience, hygiene and trust. With a billion plus 
potential consumers and a growing Indian domestic 
market, the tea market is essentially more attrac- 
tive as a consumer goods market than a trader's 
market. It therefore makes sense for HM to occupy 
the full value chain. Marketing, however, is a game 
where you think long and hard, evolve a strategy 
and then invest. The time frame for building brand 
franchise and turnover is at least five years. Brand 
building takes time; rewards cumulate after the 
first few years depending upon the amount of 
marketing investment one makes. 

Selling and distribution are necessary but not 
sufficient conditions; positioning, packaging and 
communication are key elements. This is a new and 
unfamiliar game for HM, a plantation company. A 
common mistake is to be impatient for results. 

Another is for non-marketing people to 
interfere in marketing decisions. Risks can be 


Marketing is a game where you think long 
and hard, evolve a strategy and then invest. 
The time frame for building brand franchise 
and turnover is at least five years 


minimised if a proven marketing professional is 
chosen to lead the effort and if he is given time, 
space and consistent support for at least 3-5 
years to build a team. The company is right to 
focus on a few proximate markets to start with; it 
helps correction of mistakes when they are small; 
and helps to build confidence in the rest of the 
company (unfamiliar with marketing FMCG) 
before larger marketing investments are made. 

With regard to the company's vision of enter- 
ing rubber products, juices, etc., to increase the 
realisation, HM needs to be aware that each of 
these products need a different understanding of 
the market, consumer and competition; and hence 
different strategies. The company will need new 
skills and money to learn them. So, as long as the 
phasing is slow and steady with an approach to 
learn, it should do fine. 
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OPINION-COMPENSATION 


How Much Should an 


As the US takes a hard look at top executive pay packages, does India Inc., too, 


Executive Pay 
Tracks Growth 





PADMAJA 
ALAGANANDAN 


INDIA BUSINESS 
LEADER (HUMAN 


CAPITAL) AT MERCER N 


“CEO salaries, even 


in a tough year, 
grew at the median 


level by 16 per cent” 
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he issue of executive pay in 

India needs to be seen in a 

somewhat different context 
from the global one. Perhaps, the 
strongest factor that drove spiralling 
executive pay here was shareholder 
concern about the opportunity cost 
of a non-performing senior team in 
a high growth market like India. 
Weighed against the millions of 
dollars of investments, could the 
cost of a handful of senior execu- 
tives matter? 

The rates of growth of cro pay in 
the high-growth vears of 2004 to 
2007 have, in some instances, been 
close to 80 per cent annually. Is this 
level of growth justified? Unfor- 
tunately, growth in ceo pay is not 
always correlated with improved per- 
formance or business results. Even in 
a "difficult" year for the economy, the 
level of pay for the head of the organ- 
isation grew at the median level by 
over 16 per cent based on analysis of 
30 listed organisations that are con- 
sidered to have good practices. In 
2009, the correlation between rate 
of increase in median cEo pay and 
increase in profits was barely 0.4. 


Here are some principles guiding on 
how pay structures should be 
developed: 

® Pay and benefits should be set rel- 
ative to competitive and internal con- 
siderations. Shareholders owe it to 
CEOS to reward them competitively 
with respect to their peer group. What 
is important here is to set that peer 
group appropriately and ensure the 
nature of business, size, complexity 
of operations, and skill-sets are com- 
parable. Internal equity considera- 
tions also matter; for, organisational 


results flow from collective efforts 
though the person at the helm may 
play a key stewardship role. The "top 
floor to shop floor ratio" is a reflec- 
tion of the organisation recognising 
contributions at all levels. 


0 Pay design, in terms of the elements 
of pay, needs to reflect a reasonable 
proportion of pay "at risk", which 
gets earned based on key shareholder 
goals being met. Bringing in a bal- 
ance between the immediate and the 
long term perspective becomes critical 
here, to ensure sustainability of org- 
anisational success. 


€ The measures need to be aligned to 
the strategic direction and exp- 
ectations of shareholders (repre- 
sented by the board) and the com- 
pany leadership. Measures could be 
top line, bottom line or value- 
oriented depending on where the 
company is in its life cvcle and 
shareholder philosophy. 

Growth in senior executive pay in 
India has come about as a result of 
economic and corporate success; it 
has also sent a message to aspiring 
managers that rewards do follow 
hard work. At the same time, unbri- 
dled growth in pay is not in the int- 
erest of our nation or of shareholders. 
Boards and compensation committees 
need to ensure we do not veer away 
from the tenets of responsible execu- 
tive remuneration. Institutional share- 
holder groups have played an active 
role in setting norms such as manda- 
tory stock ownership by senior exe- 
cutives and pushing for full disclo- 
sure on pay in the West; India could 
also benefit from a greater voice of 
such groups. 9 


Executive Make? 





need to introspect? Two views from experts. Plus: HBR Special (page 140). 


nless compensation is com- 
mensurate with effort, I bel- 
ieve, it will lead to a "reg- 
ression to the mean" syndrome (or, 
in other words, reversion to medi- 
ocrity) and cause the entire organi- 
sation to become lazy and sick— 
in effect unprofitable and ultimately 
insolvent. While each person derives 
inspiration and motivation from dif- 
ferent things. it is also true that maj- 
ority of the world is motivated by 
money. Even so, 2008 will remain in 
the annals of history as a momen- 
tous year for having taught hum- 
anity valuable lessons in ethics and 
moral leadership. The economic 
meltdown could singularly be att- 
ributed to the replacement of rew- 
ards by greed and of profitability by 
profiteering. 

Now is, perhaps, a good time to 
back track a bit. Prior to the eco- 
nomic liberalisation that began in 
1991, India Inc. followed a compen- 
sation structure that was largely flat 
in nature. In our attempt to bring 
Indian companies to sustain world 
competition, we have adopted sev- 
eral management practices of the 
West—one of them compensation 
packages with performance-driven 
incentives, which rewarded a man- 
ager for the risk he undertakes to 
ensure exponential growth and ret- 
urns. No doubt such compensation 
structures are mandatory, a com- 
plete dependence on financial data 
to calculate them is not ideal as it 
promotes "earnings manipulation" 
and falsification of facts. Thus, bottom 
line has little sanity with the reality 
being the cash flow. 

Further, where the incentive por- 
tion is completely dependent on cor- 





porate financial performance, the risk 
preferences of the investor (risk averse) 
and the manager (likely to be in the 
high risk, high return category) lead to 
goal incongruence. In order to elimi- 
nate or reconcile this difference, it 
was suggested that stock options or 
other indices such as economic value 
added (or EVA, a measure of economic 
profit) could be adopted. The prob- 
lem with the eva index is that it still 
doesn't guarantee shareholder value 
and remains a predominantly finan- 
cial index. Then came the post-1996 
Balanced Score Card Index, which 
surmises that up to 85 per cent of a 
stock's price appreciation is due to 
non-financial figures per se (such as 
operational excellence, innovation, 
brand image. customer centricity, 
etc.). Now, we have witnessed that 
even these non-financial figures can be 
fudged as in the case of Satyam and, 
previously, Enron. 

To date, unfortunately, we have 
not perfected an index that allows 
us to successfully implement an inc- 
entive-based pay structure. What is 
required is, perhaps, a coupling with 
a balanced human approach—the 
index needs to be supplemented with 
a moral and emotional quotient that 
ensures the manager's responsibility, 
character and integrity. Of course, it 
is imperative that regulatory bodies 
(like Securities and Exchange Board 
of India, Ministry of Corporate Affairs, 
etc.) should play a crucial role in 
putting in place a regulatory frame- 
work to periodically check for fraud- 
ulent manipulations and imp- 
erfections. Otherwise, irrational exu- 
berance and an unregulated free 
market economy will constitute a 
lethal combination. © 
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“We have not per- 
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> Battle Over 








Executive 
Pay 


US President Barack Obama says 
some top executive pay packages 
aren't just in bad taste, but are bad 
business strategy, too. An HBRarticle 
delves deep into this issue. 

BY KAREN DILLON 





Jeff Immelt is not happy. 
The & chief was one of the few aws to voluntarily forgo a huge 
performance-based bonus in 2009: In April 2009, he declined 
a $12 million payout that the cr board had approved. At a 
time when the public's fury over executive pay was cresting 
and cE's own earnings had fallen, it was an important gesture 
for him to make. “When we're doing such massive restruc- 
turing, where the financial performance of the company 
has been better than the stock price, | wanted to send a 
message of loyalty and support to the employees,” he told 
Harvard Business Review. 

But it's not giving up the sizeable bonus that's vexing him. 
It's the other casualties the focus on executive pay might 
cause. A bill that will give public company shareholders “say 
on pay" is now winding its way through Congress, and if it 
becomes law, it might damage Gr in the long term, Immelt 
worries. He's not afraid of shareholders' weighing in on 
his own pay package, which was more than $3 million in 
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cash in 2008. "No matter what is de- 
cided, TH work just as hard tomorrow 
as I work today,” Immelt says. “But 







what I hav to! ight for is the ability to 
determ how the other 300,000 
people in GE are paid. I can't run this 
compar ? to worry about ask- 
ing for shi pproval to deter- 
mine how who is running 


say, the energy business is paid. We 
won't be able to compete with the 
Chinese, the Japanese, and others who 
will have more freedom to make deci- 
sions about talent and leadership.” 

In 2008, the public outrage over 
executive pay had pushed the issue to 
the top of the domestic policy agenda 
in the United States and Europe. It's 
been widely recognised that the exce- 
ssive bonuses and compensation paid 
by financial services companies not 
only rewarded risky behaviour but 
encouraged it. That, says us Represe- 
ntative Barney Frank, leader of the 
House Committee on Financial 
Services, has compelled the govern- 
ment to intervene. “Ido think it's im- 
portant to respond to the public 
anger." Frank says. "The business 
community needs, to some extent, to 
be saved from itself." 

"Salvation" could well come in the 
form of federal oversight. The Obama 
administration appointed a compen- 
sation czar for TARP companies in last 
June and supports a "shareholder bill of 
rights" put forward by Senators Charles 
Schumer and Maria Cantwell. The bill 
would require, among other things, 
that all public companies hold an adv- 
isory shareholder vote of approval on 
executive compensation —something 
Obama himself had proposed as a 
Senator. Most observers think that, at 
a minimum, the s& will be given some 
form of discretionary oversight over 


executive pay. As Frank sees it, the 
mission of saving business from itself is 
profoundly important. "We're doing 
this," he explains, "to not have more 
TARP companies in the future.” 

The ripple effects on business could 
be huge. “I think what is really at stake 
here isthe way publicly listed American 
companies are governed," says V.G. 


o Y = ent to be saved from itself" 


- Congressman Barney Frank 


Narayanan, who leads Harvard 
Business School's executive education 
programme on compensation for di- 
rectors. Day-to-day and major opera- 
tional decisions, he believes, are a dan- 
gerous thing to open up to a demo- 
cratic shareholder process. Once share- 
holders and policymakers have a say on 
executive pay, what's next? Will share- 
holders expect a say on employee work- 
ing conditions? How big a carbon foot- 
print the company leaves? Where to 
build a new plant? "Each one of these is- 
sues seems very reasonable," observes 
Narayanan. "But taken together, we 
could have too much interference in 
how companies are run. My concern is, 
we are swinging wildly to the left from 


The bill would require public compa 
to hold an advisory shareholder vot 


waged in boardrooms and at annual. 


meetings outside Wall Street for years - 





to come. It won't be pretty. A whole 
new cast of characters who believe 
they have a stake in the outcome have 
loudly entered the debate. In short, the 
challenge of setting executive pay suf- 
ficient to attract, motivate, and retain 
top talent just got a lot harder, and the 
stage on which corporate decisions 
will play out a lot bigger. 





Where Did Things Go Wrong? . 
Outrage over executive pay is not new; 
sporadic shareholder revolts have 
plagued annual meetings for decades. 
But it has never before been so white- 
hot. Executive compensation is at the 
centre of a complex mix of societal 
problems, most notably the increas- 
ing gap between rich and poor and 
the economic crisis. "Executive com- 
pensation has become the symbolic is- 
sue for the way we want to create 
wealth in the future," explains Fabrizio 
Ferri, an assistant professor at ugs who 
has studied the issue. "It's not just 
about whether bad guys are making 
too much money but about figuring out 
a sustainable economy.” 

Defining what's wrong with 


so many things to throw into the mix. Tus | | : 
Peter Drucker famously decreed that ^ 


nies 
RA of 








approval on executive compensation. 


the right, when the centre seems a 
much better place to be." 

The public debate has focussed on 
how pay should be linked to company 
performance, but academics and other 
compensation experts are deeply di- 
vided on whether high pay can moti- 
vate executives to deliver better per- 
formance. And though the spotlight 
now is squarely on the financial services 
industry and companies receiving 
bailout money, the real battle will be 


ceos should not earn more than 20 
times the average salary in a com- 
pany. Many top execs earn far more 
than that now—some studies suggest 
as much as 300 times the average 
salary. The most common criticism, 
however, is that smart executives, 
boards, and their key advisers have 
been able to game the system so that 
comp packages skirt tax penalties and 
mechanisms that peg pay to perform- 
ance—virtually guaranteeing that 
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executives have little incentive to mit- 
igate risk taking or to focus on long- 
term performance. 

Despite regulatory attempts to pre- 
vent gaming, companies have typi- 
cally found new loopholes to exploit, 
observes Carol Bowie of RiskMetrics 
Group, an independent shareholder 
advisory group. IRS rules, for instance, 
state that performance-based com- 
pensation does not count towards the 
$1 million maximum deduction that 
companies can take on compensation 
paid to top executives. That has led to 
the proliferation of bonuses and deferred 


compensation. Once an executive has 








comes in the form of unique arrange- 
ments that aren't subject to public 
scrutiny and have largely stayed out of 
the spotlight. When the details of such 
arrangements emerged during former 
GE CEO Jack Welch's divorce six years 
ago, they inspired media attention, the 
public's ire, and an ssc probe. (A year 
later GE settled the matter with the sec.) 
In the years ahead, shareholders are go- 
ing to demand transparency about 
these special arrangements. 

What has really thrown compen- 
sation practices out of whack, argues 
Rakesh Khurana, an ups professor, is 
companies’ growing tendency to hire 
external cro candidates. The pay of the 
CEO used to be benchmarked against 
the pay of all the executives below that 
position, especially the next-highest 
one. But with the emphasis on 
recruiting outside stars, the bench- 
marking has become lateral. A CEO's 
pay is now typically compared with 
the pay of ceos in other companies, 
which has caused compensation levels 
to rise. That, in turn, has thrown off rel- 
ative compensation down the corporate 


A lot of executive compensation 


comes as unique arrangements that 
aren't subject to public scrutiny. 


left a company. the Irs restrictions are 
relaxed—hence the increase in gen- 
erous golden parachutes and post- 
retirement perks. 

In recent years, standard execu- 
tive pay packages began to include all 
kinds of new trimmings: Golden para- 
chutes whose details were not revealed 
until the moment shareholders got to 
vote on a desired merger. Restricted 
shares that vest over time (what 
Narayanan calls “pay for pulse”). 
Extraordinary noncontributory pen- 
sion plans. Some companies, says 
Bowie, have granted pension plans 
that credit newly recruited top execs 
with up to six years of pension funding 
for each year they're at the company. 

A lot of executive compensation 
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ladder—and led boards of directors to 
rely more on the advice of outside com- 
pensation consultants. The list of 
"wrongs" goes on and on. 

There is, clearly, a lot to fuel 
the outrage. 


The British Model 

As a result of the uproar about pay. 
compensation decisions normally han- 
dled within boardrooms and compen- 
sation committee meetings will be sub- 
ject to input—and rejection—from a 
whole new set of stakeholders. The 
events that took place at annual meet- 
ings throughout the United States and 
Europe last spring made it clear that say 
on pay—shareholders' right to an ad- 
visory (though not binding) vote on 


the proposed compensation plans for 
top leaders—is coming to the United 
States, whether legislated or not. (It 
was first mandated in the uk in 2003. 
Australia, Sweden, Norway, Spain, 
and the Netherlands have also adopted 
some version of it in recent years.) 

Shareholders demanded a non- 
binding vote at Apple's annual meet- 
ing in April 2009, for instance, and the 
company has since agreed to give it to 
them. Partly because they feared that 
anger at Wall Street would be redi- 
rected towards Silicon Valley, other 
tech companies fell into line. Intel and 
Hewlett-Packard announced that fu- 
ture annual meetings would include 
shareholder advisory votes on pay. 
Even companies in countries that al- 
ready mandate a shareholder voice 
in executive pay have felt the heat. In 
June 2009, Royal Dutch Shell faced an 
investor mutiny on compensation— 
despite the fact that shareholders 
had previously approved its remu- 
neration system. 

Until last year, however, very few 
companies already subject to say on 
pay saw dramatic shareholder vetoes. 
Most UK companies addressed potential 
investor anger in the run-up to the 
annual meeting, consulting key in- 
vestors about the details of compen- 
sation and other governance issues 
before announcing them. Institutional 
shareholders have privately forced 
some companies to go back to the 
drawing board, but compensation pro- 
posals were considered a success as 
long as no issues were flagged during 
proxy season and the company stayed 
out of the headlines. 

In practical terms, the only teeth in- 
stitutional investors have is in exercis- 
ing their right to not reelect board and 
remuneration committee members. 
Still, that threat has proved compelling. 
"In the Uk, companies are far, far more 
concerned about not risking offend- 
ing institutional shareholders, who are 
very powerful,” observes Towers 
Perrin's John Carney, a UK-based com- 
pensation specialist who advises boards. 
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"It's easier to keep your head down." 
Now key institutional shareholders 
are gaining clout outside the UK as well. 
In recent months organisations like 
CalsrRs, Calpers, the ArL-cIO, the 
Consumer Federation of America, the 
Council of Institutional Investors, and 
the American Federation of State, 
County and Municipal Employees, 


needed to garner a good rating. 
RiskMetrics recommended against 
about 20 per cent of the 300 or so pro- 
posals it had evaluated as of June. In ad- 
dition to the TARP companies, about a 
dozen vs companies voluntarily al- 
lowed a say-on-pay vote, Bowie says. 
One of the largest known opposition 
votes was at Motorola, where more 


"The lack of business leaders saying 
'Here's what went wrong with 
compensation, here's what we're 


doing' is disappointing" 


among others, have been vocal about 
demanding a say on pay in annual 
meetings across the globe. "I think that 
the matter of pay has moral connota- 
tions, when you consider that regu- 
lar working people have lost half of 
their 401(k)s, and many have lost their 
jobs, only to see over-the-top bonuses 
paid out to those responsible for the 
mess. That moral outrage needs to be 
acknowledged, and if companies don't 
respond to the issue, the government 
will." explains Anne Sheehan, the di- 
rector of corporate governance for 
Calsrrs, the California State Teachers’ 
Retirement System, 

To some extent, the true power 
lies with the independent advisory 
firms that make recommendations to 
shareholders voting on key issues. 
Look at what happened at Shell. After 
former Chief Executive Jeroen van de 
Veer received a discretionary $1.9 
million bonus from an incentive pro- 
gramme, even though the company 
had failed to meet performance tar- 
gets for three years, RiskMetrics rec- 
ommended that shareholders reject 
the company's remuneration policy. In 
May 2009, 59 per cent of Shell's share- 
holders voted against it. RiskMetrics 
has become so influential that many 
companies now pay it to review their 
plans before rolling them out publicly, 
so they can make the adjustments 
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Rakesh Khurana, HBS 


than a third of shareholders voted 
against the company's compensation 
plans in May. 

From Bowie's perspective, say on 
pay has one clear benefit —increasing 
holders—but is far from a "silver bullet" 
for much bigger business issues. Those, 
she suggests. will take years to resolve. 


What's the Answer? 

While say-on-pay voting might seem 
cathartic to frustrated shareholders, 
HBS's Narayanan says, the real problem 
is that the debate has focussed on 
what's wrong with executive com- 
pensation—and there's no consensus 
on what might be right. Adds Ferri: 
"A lot ofinvestors are concerned with 


response to the furor, a few top execu- 
tives have already voluntarily taken 
pay cuts or, like Immelt, declined 
bonuses in 2009. According to Alex 
Cwirko-Godycki, research manager 
for Equilar (a firm that analyses and 
benchmarks executive and director 
compensation), more executives or ex- 
ecutive teams voluntarily reduced their 
compensation in the first six weeks of 
2009 than in all of 2008. 

In general, however, business lead- 
ers have been reluctant to participate 
publicly in the discussion: most are 
keeping their heads low. 

"In the wake of the crisis, what's re- 
ally impressed me about the business 
community is their deafening silence," 
observes Khurana. "The lack of busi- 
ness leaders standing up and saying 
'Here's what went wrong with com- 
pensation, here's what we're doing’ is 
disappointing. What you see instead is 
backroom lobbying when they should 
be engaging in public discourse about 
the goal of compensation." 

Aflac ceo Dan Amos was among 
the few business leaders to face the 
say-on-pay issue voluntarily; he also 
gave up his golden parachute and 
2008 year-end bonus, even though 
neither gesture was demanded by 
shareholders. “I just felt in this period of 
controversy, it took another thing off 
the table for our company." he ex- 
plains. “All in all, I think the say-on-pay 
movement has been a good move on 


It’s clear that the era of stock options 
and preset bonuses based on 
short-term results is over. 


how executives are paid, but not so 
many have good suggestions on how to 
improve it." It's clear that the era of 
stock options and preset bonuses based 
on short-term results is over. But experts 
don't agree on what “good” compen- 
sation practice should be in a post- 
downturn world. 

So what should companies do? In 


our part and has allowed us to con- 
centrate on other issues much more 
important than compensation." 

In one of the few public counter- 
arguments, UBS'S group chief execu- 
tive, Oswald J. Grübel, informed his 
staff in June that the bank would not 
succumb to public pressure to further 
cut compensation. (It had already re- 
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duced the bonus pool by 78 per cent in 
last January, after racking up a stag- 
gering loss.) In an internal memo to 
employees, he defended the ongoing 
pay practices: "As you have probably 
read, we have had to make some ex- 
ceptional salary increases within the 
Investment Bank. These investments 
were necessary to safeguard our prof- 


itable business areas and to secure their 
success. Following significant cuts in 
variable compensation, we had fallen 
well behind the market in certain areas, 
and that is unsustainable in the long 
run. We have to pay our employees 
in line with the market. We will stick to 
this stance, even if it is criticised in the 
emotional debate over salaries." 


Compensation Dos and Don'ts 
for the Board of Directors 


Do 


€ Pay attention to CEO compensation 
right from the start of the hiring process. 
Compensation is not something that 
should be discussed between lawyers once 
you have decided who the right CEO is. 


* Understand the strategy of the com- 
pany and have a handle on its implemen- 
tation. The compensation plan should re- 
flect this strategy and incorporate mile- 
stones and targets for implementing it. 


€ Conduct an annual performance 
evaluation of the CEO. 


€ Set a compensation philosophy for the 
entire executive team, not just the CEO. 
The ratio of the CEO's pay to the pay of the 
next tier of executives should be managed 
by the board. 

€ Be actively involved in CEO succession 
planning. When CEOs are groomed from 
within, the need to recruit a superstar from 
the outside at any price can be avoided. 


€ Hire your own consultant and counsel 


Don't 

€ Allow time-based, rather than 
performance-based, vesting of shares. 
€ Gross up taxes (that is, have the 
company pick up the tax tab on a 
CEO's compensation). 

* Create defined benefit plans for 
executives if workers have defined 
contribution plans. 

€ Guarantee above-market returns on 


for compensation matters, and don't rely 
on the consultant and counsel hired by 
the company. 


€ Choose the benchmarking peer group 
yourself instead of delegating the choice 
to a consultant. Benchmark performance 
as well as the size of compensation. 


@ Ensure that the CEO has a long-enough 
horizon to implement the company's 
strategy. If a CEO can expect a long tenure, 
you can avoid the "let me make hay while 
the sun shines" mentality and can pay 

the CEO a lot less. 


€ Discuss the compensation plans 
proactively with your large investors 
and seek their input. 


€ Have shares and options vest after 
seven to 10 years-and only if the com- 
pany's performance is good when com- 
pared with a preselected peer group. 

€ Disclose not just grant-date value of 
compensation but also the realized value 
based on when executives sell their 
shares and exercise their options. 


deferred compensation. 


€ Give executives severance pay greater 
than twice their annual compensation. 


€ Provide excessive life-insurance 
benefits. 
@ Give former CEOs consulting assign- 


ments that extend more than one year 
after their term. 


€ Accelerate vesting of shares and 
options when the CEO is fired or retires, 
or when there is a change of control. 





V.G. Narayanan is the Thomas D. Casserly, Jr., Professor of Business Administration at 


Harvard Business School. 
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Narayanan thinks more compa- 
nies should be making it clear how 
much is at stake, as Grübel did. He 
suggests that those that have been 
made an example of by angry share- 
holders are at risk of losing top tier tal- 
ent to competitors. 

Equilar's Cwirko-Godycki suggests 
that the real showdowns over executive 
pay may still lie ahead. Some institu- 
tional investors and other activists may 
have cut companies a little slack by 
acknowledging that it's not possible 
to wipe out an existing compensation 
structure overnight. But they will expect 
things to be on the right track in time for 
the 2010 proxy season. 


Is Any Company Already 

on Track? 

Some best practices in compensation 
are beginning to gain notice. 
Narayanan points to those of the 
Anglo-Dutch company Reckitt 
Benckiser Group. a global manufac- 
turer of household and healthcare 
products, which overhauled compen- 
sation throughout its ranks in 1996. 
The revamp turned around the com- 
pany's performance and led to years of 
revenue and profit increases. 

Deputy Chairman Peter Harf was 
one of the architects of the improved 
system. It links performance-based 
compensation for all executives to 
economic value added, measuring 
net sales growth, profit after taxes, 
and net working capital throughout 
the company and within business 
lines and divisions. No one receives a 
bonus based on individual perform- 
ance. "It's very simple, very straight- 
forward,” Harf says. “Everybody in 
the company understands the sys- 
tem and knows where she or he stands 
almost on a daily basis. That's why this 
has worked so well.” 

The company has an entirely sep- 
arate long-term incentive programme, 
which grants shares and options an- 
nually on the basis of position and in- 
dividual performance. In the long-term 
plan, earnings per share growth is a key 
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example. Though the oil giant's exec- 
utives are extremely well paid (Exxon's 
CED, Rex Tillerson, earned $22.4 million 
in 2008), their compensation pays out 
slowly, over many years. Half of exec- 
utives’ restricted shares vest over five 
years; the other half must be held for 10 
years or until retirement, whichever 
is later. 

Kaplan argues, however, that a 


“The moral outrage needs to be 


acknowledged... and if companies 
don't respond, the government will" 


performance measure. “EPs has to grow 
by 30 per cent over three years for the 
options and the shares to fully vest," 
Harf explains. "That's well ahead of 
EPS growth for our peer group and gen- 
eral industry. Some shareholders would 
prefer other performance indicators, 
such as total shareholder return. We 
have stayed away from that, because it 
can lead to outcomes that are com- 
pletely uncoupled from the company's 
performance." 

With the company's revenues and 
share price rising steadily since the 
plan's implementation, Bart Becht, 
Reckitt's cgo, has been one of the uk's 
highest-paid chief executives in recent 
years. (He earned more than £4.75 
million in 2008.) Although RiskMetrics 
has raised some caveats about the com- 
pensation plan, noting the absence of 
maximum limits on individual awards. 
overall it has given its qualified sup- 
port, and its April 2009 report on 
Reckitt does observe that "a link be- 
tween performance and pay has so far 
been demonstrated." 

Steve Kaplan, a University of 
Chicago Booth Business School pro- 
fessor who is on the compensation 
committee for the financial information 
company Morningstar, believes that 
exemplary companies redefine "long 
term" in a more meaningful way. 
Kaplan points to Exxon Mobil as a good 
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- Anne Sheehan, CalSTRS 


dramatic overhaul of top executive pay 
is not necessary. "It is certainly not bro- 
ken," he says. “Is it perfect? No. But it is 
not the runaway train that everyone 
portrays it as." 


The Long View 
Will any of this matter when the econ- 
omy recovers? 

Steven Hall, an executive compen- 
sation consultant who advises boards of 
directors, hopes the issue will blow over 
when the economy turns around, 
"When boards of directors ask me, 'How 
do I ensure that I'm not going to be 


(for top compensation). Which is a lot 
of money. But as a per cent of what 
the company is earning, not really. 
CEOS make decisions every day which 
are far more expensive." 

Ultimately, nss's Ferri says, seri- 
ous business issues are at stake. “The 
really important question is actually 
how do you motivate the guys below 
that top level," he says. "That's where 
you get into important issues around 
succession planning, sense of fairness, 
and balancing new ideas and taking 
global risks." 

Will the current scrutiny of pay 
mean that the next generation of lead- 
ers will need to be motivated differ- 
ently? What remains to be seen, sug- 
gests Ben Heineman, GE's former gen- 
eral counsellor and a senior fellow at 
Harvard's John F. Kennedy School of 
Government, is whether this crash will 
chasten up-and-coming leaders in a 
way that the dot-com bust did not. 

For Khurana, the public debate 
over excessive pay "has not been good 
for society." But he remains skeptical 
about whether there is any solution on 
the horizon. "If history's any guide, 
we'll see an arms race between at- 
tempts to fix the issues around execu- 
tive compensation and an army of 
lawyers, compensation consultants, 


"This is going to be a significant issue 
for a while, because the causes of 
these problems are complex" 


criticised for my compensation recom- 
mendations? my smart-ass 
answer is, 'Make sure the company 
performs well, because in that case, no- 
body cares what you pay executives.” 

Larger business concerns could po- 
tentially push the executive pay prob- 
lem aside. "If you really think about 
it,” Aflac's Amos says, “compensation 
is so small in the big scheme of things. 
We make over $2 billion in profits. 
And we're talking about $10 million 


- Rakesh Khurana, HBS 


and boards that are pretty good at 
finding a way around rules. This is 
going to be a significant issue for a 
while, because the causes of these 
problems are complex, and the solu- 
tions are going to be complex, too." 
Karen Dillon (kdillon@harvard- 
business.org) is HBR's Deputy Editor. This 
article was published in Harvard Business 
Review, September 2009. Copyright(a) 
2009Harvard Business School Publishing 
Corporation. All rights reserved. 











INAWORLD WHERE 
_ CHANGE IS CONSTANT, HOW 
TOSTAY ON TOP OF IT. 


presents a virtual seminar with 
Michael Watkins 


delivered live and straight to you on 
"How to transition effectively into new roles" 


* Harvard 
Business 
Review 


www.virtualseminar.hbrsasia.org 





















-——— —L TI — "UT. EEEE 


Leadership-transition guru Michael Watkins shows how you can survive and thrive in all 














the major transitions you will face during your career, in an interactive session. He will T Seminar Details Ty loom 
illustrate the defining hurdles associated with each type of transition with real-life Date March 12, 2010 
examples and case studies. It's ideal for all those seeking to maintain upward career Venue : . Online 
momentum through a plethora of change. The best part is that you can attend it sitting Time : — 9:30 pm till 7:00 pm 
at your desk. Simply register for it and enjoy total interactive participation. Individual User : Rs. 5,000/-* 
Only 1 person is authorized 
To register/for more info log onto: www.virtualseminar.hbrsasia.org to view the virtual seminar 
— or call: Ew Corporate/Institutional User — : Rs. 20,000/-* 
Shanta Kanjilal Riju Goel Unlimited viewers can watch but 
Mob.: «91 9818384009 Mob.: +91 9873089731 access V) to De Umiiad ios 
e-mail: shanta.kanjilal(dintoday.com e-mail: riju.goelfdintoday.com *Inclusive of Service Taxes 





x Harvard 
Business 
Review 








ENTREPRENEURSHIP-RADIO TAXI 


Radio Roadies 


In under three years, a whole new industry has been 
born, that of radio taxis. And in 2010, you'll be seeing 
a lot more of them on the road. KUSHAN MITRA 


THE BUSINESS MODEL 

Different operators have different models, but this is the one that is the most popular. 

1 Agents for the companies go 3 The driver is then given a 5 Drivers are assured a certain 
to areas where drivers hang vehicle for which he has to number of fares everyday. 
out, such as airports, parking pay a daily fee. Any profits However, drivers have 
lots, call centres, malls, and after the fee and fuel expenses to pay a fee if they take 
explain the business to them. go to the driver. leave on a day of duty. 

2 After a formal application, 4 The operator owns and 6 Driver performance is 
successful drivers pay a maintains all the vehicles in the monitored through customer 
refundable deposit and an fleet and vehicles are bought feedback and Global 
application fee and undergo in batches of 100-200 from Positioning System (GPS) 


two weeks of training. various manufacturers. module fitted in the car. 
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aureen Cheran Momin, a 
Public Relations Executive 
working in Delhi, does not 
own a car. So, most week- 
ends when she is out and has 
to get home, she calls up her favourite 
radio taxi service Meru Cabs. “The 
cabs are clean, the drivers are polite 
and you know that the cabs are being 
monitored, so I feel safe,” she says. 
Momin isn't alone. Meru Cabs, India's 
largest radio taxi service with a fleet of 
4,000 cars, carries over a million pas- 
sengers every month across the four 
cities it operates in. 

And to think that at the start of 
2007, this industry did not exist. 
Today, there are two large national 
operators—Meru Cabs and Easy 
Cabs—as well as several smaller play- 
ers such as Mega Cabs (Delhi, 
Mumbai and Chandigarh) and Orix 
Infrastructure (Delhi and Kolkata), 
which operate in fewer cities. What 
sets Meru Cabs and Easy Cabs apart in 
terms of brand recognition are their 
scale of operations and an official 
presence at airports, 

“Customers can come in to our 
taxis, which have a well-groomed 
driver, who knows the city, a com- 
fortable air-conditioned and safe ride 
and they do not need to negotiate 
with the driver. That is our biggest 
selling point,” says Rajesh Puri, CEO, 
Meru Cabs. “Taxis like ours also help 
a city's brand image. Ratty old taxis 
such as those in Delhi and Mumbai 
give travellers a bad impression of the 
country. What we are providing is 
not a luxury service, but a critical in- 
frastructure service," explains Vikas 
Marwah, coo, Carzonrent, operators of 
Easy Cabs. 

While the service itself may not 





be very high-tech, the back-end sys- 
tems of both operators are quite adv- 
anced. Once you make a call to the call 
centre, a taxi is allotted to you via an 
algorithm, which calculates not only 
the taxi closest to you, but also the 
amount of business that a particular 
taxi has done, and then sends a req- 
uest to a few drivers to "bid" for the 
fare. This is done through the Global 
Positioning System (GPs) enabled com- 
puter module on the drivers' dash- 
board, which is connected to the radio 
taxi operators' system via a mobile 
data connection. Drivers "bid" via a 
touch screen monitor and the win- 
ning driver has his number sent to 
the customer's mobile. 

While some drivers complain that 
the system often results in favour- 
tism, Puri begs to differ. "There is still 
some manual intervention, after all, if 
we have promised a customer a cab, 
we have to deliver. When we started. 
40 per cent of the time we had to 
manually allocate cabs. Today. 95 
per cent of the time the system does the 
allocation," he says. The increase, he 
claims, is mainly due to drivers learn- 
ing the process as well a more rob- 
ust back-end technology. 

The reason some drivers show 
dissatisfaction with the system is bec- 
ause they themselves are not emp- 
loyees of the companies. Instead, 
they are referred to as "subscribers", 
who have to pay a certain amount 
everyday (Rs 800 daily for Easy Cabs; 
Rs 900 daily for Meru Cabs) for the 
use of the car. The operators then 
guarantee them a certain number 
of fares everyday. "In Delhi, for ex- 
ample, we try and assure our drivers 
a minimum of six fares daily, four 
from the call centre and two at the 
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airport." says Marwah. 

Both Marwah and Puri claim that 
the drivers are happier as subscribers 
of their companies than they had been 
as private drivers or as owners of older 
black-and-yellow taxis. “The average 
fare is around Rs 300, six fares a day, 
minus the cost of fuel and mainte- 
nance, drivers can easily make 
Rs 600-800 daily. They make around 
Rs 15,000-20,000 every month,” 
claims Marwah. “They earn 2-3 times 
more than what they did in their pre- 
vious jobs. We make entrepreneurs 
out of them,” adds Puri. 

Chand Chaudhary is one such 
driver. He used to work for an executive 
in New Delhi's tony Vasant Vihar 
neighbourhood. He has taken a 
month's leave to work as a subscriber 
with Meru Cabs. While he has his 


HOW THE BIDDING 
SYSTEM WORKS 


€ Acustomer calls up the call 
centre and requests a taxi, 
stating his/her start and end 


point. 


€ This is flashed to all free 
taxis in a 5-km radius of the 


pick up point. 


@ Drivers interested in the fare 
press a button on the screen 
asking to be allotted the fare. 


€ The system analyses the bids 
and selects the most "optimal" 
taxi to pick up the fare. 


€ The winning driver is the one who 
is nearest to the customer and 
has won the least number of fare 
bids at that point of the day. 


@ Thirty minutes before the pick 
up, the allotted driver's details 
are sent to the customer's 
mobile phone. 
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hat we are providing is not a luxury 


service, but an infrastructure service" 


VIKAS MARWAH, COO, CARZONRENT 


reservations on the service, he is imp- 
ressed with the connectivity. Most cars 
have on-board cameras, and once he 
was made to drop offa customer who 
was smoking in the car. “Most impor- 
tantly, the connectivity ensures that 
women customers feel comfortable, 
which is a good thing,” he says. Neeraj, 
another driver, has been with Easy 
Cabs for over a year now and has will- 
ingly given up his previous job of driv- 


ing trucks. The money is as good, if 


not better, he says, and he gets to 
spend time at home. “My children 
were growing up without me, as I al- 
ways used to be away in some other 
part of the country. Now I can spend 
time at home,” he says. 

But the business is still struggling 
to meet the demand. Despite the 
scale— Easy Cabs has over 800 taxis 
in Delhi and Meru over 900—both 
operators admit they have to turn 
away a good number of customers 
due to demand far outstripping supply. 
"We reject a third of our calls every- 
day, and that really is a problem. We 
don't want customers to stop using us 
because of this," says Puri. In fact, 
Meru is talking of doubling its 
nationwide fleet size to 8,000 taxis 
by the end of 2010 and plans to start 
services in Chennai and Kolkata. In 
Delhi alone, the company plans to 
have 2,000-plus taxis by 2011. Easy 
Cabs is launching in Mumbai in 
February with an initial fleet of 500 
cars, and Pune and Chennai will also 


come online by the end of the year. 
But there are other issues that bed- 
evil the operators. The first was being 
caught in the middle of a political war 
between the Delhi and Uttar Pradesh 
state administrations over taxes. This 
meant that operators stopped offer- 
ing services to Delhi's satellite cities of 
Noida and Ghaziabad. While services 
have resumed, operators say it left 
passengers confused and angry, "par- 
ticularly at airports", says Puri. 
Other issues—big and small —too., 
continue to create problems. Both 
operators have lost a few cars to theft, 
"but a minuscule amount and the 
cars are insured", says Marwah. The 
other critical issue, mainly in Mumbai, 
is that of permits. "City administra- 
tions have to realise that we add to the 
city’s infrastructure and image,” says 
Puri. The operators maintain that 
automotive manufacturers should 
make exclusively "taxi-style" vehi- 
cles for them. Not an unreasonable 
demand, with these two operators 
alone set to buy 6,000 cars this year, 
In fact, 2010 might not just see Meru 
Cabs and Easy Cabs expand services. 
Other operators might also dramati- 
cally ramp up their services, and some 
operators will start services in new 
cities. So, despite the hiccups. it has 
been a smooth ride till now. Just as 
with low-cost air travel, this was a 
segment waiting to be tapped. © 
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As the telecom giant transforms itself from a devices company to 
one that provides complete mobile solutions, its top management 
learns vital lessons through "reverse mentoring”. sauMvA BHATTACHARYA 





id of gurus: (L-R) Navdeep Manaktala, Head, Services Sales; Gautam Dhin 
lager, Online Sales & Marketing; Zairus Master, Category & Theme Head, 


gra, Solution Manager, Operator Channel; Aman Malhotra, 
N Series; Karan Grover, Manager, Services Marketing 
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hen Jasmeet Gandhi, 42, is not 
customising services or business models for 


the managing director and other members 
of the board. But he isn't there listening to 
lectures or getting pulled up over targets. 
Instead, he's helping Nokia India's brass look into the 
future through his eyes and ears. 

Gandhi is part of a band of “gurus”, junior employees 
all, that decodes cutting edge technology, social organi- 
sation, competition and roadmap. Each guru is a 
domain expert. 

Says D. Shivakumar, ve and mp, Nokia India: "Our 
industry changes every day. What this industry did two 
years ago has nothing to do with what it is doing today. The 
first thing (needed) to succeed in telecom is renewal— 
personal renewal and organisational renewal." 

While organisational renewal is a different story, 
Gandhi and other tech gurus have been helping with the 
personal renewal of the top leaders for the past five or six 
months. Some gurus, like Gandhi, who was working 
with Rediff, were hired 15 months ago, with reverse 
mentoring in mind. 

At the centre of this rush for renewal is the fast- 
changing face of the telecom industry. When Nokia India 
was building its organisation in 2005, it went talent 
hunting in areas like branding, distribution and market- 
ing. Nokia was then a handset maker and so had to follow 
the consumer durables game. Two years ago, the company 
decided to start on a transformation journey, from 
devices to solutions. "That market is huge for us. (The) 
global market for applications is $1 billion (Rs 4.600 
crore)... this will reach $4 billion (Rs 18,400 crore) in 
2012," says Shivakumar. 

The Nokia brass then realised 
that top-down coaching and lead- 





the Indian market, he is in the company of 


HR-NOKIA 


"| can bring some strategic framework to 
the thinking, but he gives me the fodder" 
D. Shivakumar (L), VP & MD, on his "guru" Jasmeet Gandhi (R) 


at mentoring sessions, the idea for which came at a 
board meeting. "The idea cannot be attributed to one 
individual, the board... found value in it," says Bimal 
Rath, Head, ur, at Nokia. 

Reverse mentoring is based on who understands a 
particular solution the best. The gurus at Nokia are not 
geeks in the strictest sense; they are all sales and mar- 
keting people. But part of their routine is trawling the 
net—the music applications expert keeps an eye on what's 
the latest across the globe, how relevant that is for India and 
keeps the leadership posted. The 
basic premise is that a consumer 








ership had been fine in the first 
phase; in the second, they would 
have to be the learners. Earlier, 
the senior management was the 
repository of knowledge. Now the 
centre of gravity of experience and 
learning has moved down, to the 
select few who know more about 
applications and who can do a 
hawk-eyed scrutiny of competi- 
tion the world over. The company 
identified eight or nine candidates 
six months ago to coach and 
handhold their seniors in serv- 
ices, technology and applications 


HOW REVERSE 
MENTORING WORKS 


€ Nokia identified 8-9 domain 
specialists to "coach" seniors. 


€ In one-to-one formal sessions, 
these select juniors pass on 
their learning to the seniors. 


€ Country Head Shivakumar, 
Director, Operator Channel, 
V. Ramnath are among those 
“reverse mentored”. 


€ These young mentors are part 
of Nokia's strategy group. 


will buy Nokia products not for the 
hardware but what he can do with 
it. Nokia business leaders are mas- 
tering this art. 

The mentoring sessions are 
formal: the one-on-one sessions 
that take place typically last one 
to two hours. Learning continues 
informally too. Says Rath: "It's 
very formal. face-to-face and 
then you learn by practising what 
they teach." 

Rath himself has acquired a 
new skill. He can rattle ofl 
information on seeds, fertilisers, 
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pesticides, market prices, and weather. That's because 
his mentor, Navdeep Manaktala, 38, Head of Services 
and Sales, taught him the minute details of Nokia Life 
Tools, a range of services including agriculture, education 
and entertainment services designed specially for the 
consumers in small towns and rural areas of the emerging 
markets. "I knew that something like this existed, but 
now I have become the evangelist," Rath says. 

Shivakumar recalls that when Gandhi was tak- 
ing him through the applications, it was about the 
industry, technology, top applications, free or 
paid-for. At one such session, the strategy expert 
in him did some mental math and realised that 
the market needed 150-200 applications from 
Nokia per annum. "I can bring some strategic frame- 
work to the thinking, but he gives me all the fodder,” 
Shivakumar says. 

V. Ramnath, Director, Operator Channel, Nokia India, 
is a music buff, so he was more than eager to go through 
a mentoring session on music. Music Store was not new for 
him, but the sessions made it easier for Ramnath to un- 
derstand and find the right solution. 

Nokia is working on search optimisation of Music 
Store thanks to Ramnath's mentoring session with Gautam 
Dhingra, 32, Solution Manager, Operator Channel. Nokia 
used to launch a service and optimise it later. At a 
mentoring session, Dhingra explained why it would be 
better to optimise before a launch. "After the mentoring 
session, I realised his point," says Ramnath. 

Something similar happened with Nokia Life Tools 
for farmers. The application allows farmers to choose 
three crops about which they need information. Earlier, a 
first-time user would be prompted after three crops that he 
is not allowed information on more than three. The men- 
toring sessions led to a change: now, the application tells 
the farmer right at the start that he gets to choose at most 
three crops. 

"Leadership is not just about learning the ropes, it is 
also about acting as the consumer while being men- 
tored," says Ramnath. The mentoring. he says, is like 
going from PowerPoint to reality. "I went through the 
experience like a student. I realised it was not Ram at 
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“It's like going from PowerPoint to reality. 
| went through it like a student” 
V. Ramnath (R), Director, with reverse mentor Dhingra 


Nokia, but Ram the consumer going through the 
experience,” he recalls. 

Nikhil Mathur, 42, who heads strategy at Nokia, has 
to ensure that Nokia India is on track meeting strategic 
agendas and goals. The finance wizard is a gadget freak, so 
understanding the technology was the least of his concerns. 
When he sat in a session with Manaktala, he wanted to 
understand the services, warts and all, their benchmark 
against competition and what it would take to go to the 
next level. 

Beyond learning. reverse mentoring is throwing up 
young ideas. "Some of the youngsters have great ideas. 
Now the leadership team knows what youngsters are 
thinking. The younger generation also knows where the 
company is going in terms of direction. Thev start to 
take a lot of ownership." says Rath. 

It's providing a lot of bonding between the leadership 
and the next generation. The framework was by design and 
the results were by default, says Rath. © 
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Mold-Tek Technologies Limited 

VP/ GM/ Head - Marketing 

Location: Hyderabad 

Job ID: 7787685 

Description: Candidates with diploma from 
Indian Institute of Packaging are preferred. 
Experienced in handling and communicating 
with the regional marketing offices. 


Infotech Enterprises Limited 

Purchase Head 

Location: Hyderabad 

Job ID: 7271652 

Description: Persons who are working in large 
IT organization, having Engineering Degree/ 
Diploma in Material Management & handled 
Rs.200 Crores + purchases in a year. 


McAfee Software India Pvt Ltd. 

Engineering Manager 

Location: Bangalore 

Job ID: 7849895 

Description: Candidate must have product 
engineering & managerial; must have worked in 
global development environments with teams 
spanning across nations. 


TATA Projects Ltd 

SBU Head /Profit Centre Head 

Location: Hyderabad 

Job ID: 7849025 

Description: Responsible for overall 
management of SBU for sustained growth, 
profitability and consistent achievement of 
business targets thru Indian and overseas 
operations. 
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. Wipro BPO 
| Service Delivery Head 


Location: Pune 
Job ID: 7847816 
Description: Applicant must have prior 


| working with EMEA, APAC or US b: 


clients on their HR processes, Workfc 
Administration, Payroll, HR Helpdesk. 


Tata Motors Limited 


VP/GM -R & D (Production & Engg) 


Location: Pune 
Job ID: 7720016 
Description: He/She must have expertis 
various vehicle systems with core compete 


' in one or two aggregates like chassis / stee! 


/brake/ axle/ suspension etc. 


Yahoo Software Development India 
Ltd 

Sr. Engineering Manager 

Location: Bangalore 

Job ID: 7708850 

Description: Person must have relev 
technical experience and understanding 
highly available, scalable and perform 
internet systems, OOAD, C++, My SQL. 


IPsoft India Pvt Ltd 

Peoplesoft Financials (Peoplesoft F? 
Consultant 

Location: Bangalore 

Job ID: 7200941 

Description: Looking for expert Oracle A: 
DBAs with good knowledge 
9ias/10gas/11i/Rell2. Perform capa 
planning, performance monitoring etc. 
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Capgemini 

Test Environment Management- Lead 
Location: Pune 

Job ID: 7849598 

Description: Applicant must have expertise in : 
Infrastructure, software configuration, version 
control defect & change, build & release 
management. 


IPsoft India Pvt Ltd 

Shift Lead(Morning)-Websphere Admin. 
Location: Bangalore 

Job ID: 7579014 

Description: Looking for Shift Lead- 
Websphere Administration. Exp in Websphere 
5/6/7Websphere Portal Server(WPS) 
IHSiPlanetApacheLinux / 
UnixShell/]ACL/JythonWLMSiteminder.. 


Genpact 

System Administrator 

Location: Hyderabad 

Job ID: 7845804 

Description: Aspirant must have strong 
working knowledge on Siteminder 5.5 / 6.0, 
LDAP, troubleshooting skills, UNIX, Linux, 
knowledge of Web Servers like Apache, IIS. 


ACS Systech Integrators Pvt Ltd 

Team Leader / Technical Leader 

Location: Bangalore 

Job ID: 7845634 

Description: Looking for strong general 
FI/CO individual who can resolve issues 
quickly and effectively and can take on tasks 
and run with them. 


jobs logon to www.monstercom > 
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McAfee Software India Pvt Ltd. 

Software Test Engineer 

Location: Bangalore 

Job ID: 7849897 

Description: Responsible for testing 
enterprise security software products based on 
advanced technology: C++, .NET using IE & 
Mozilla browsers, MS SQL Server. 


Patni Computer Systems Ltd 

Database Administrator (DBA) 

Location: Mumbai 

Job ID: 7849638 

Description: Oracle Database Migration, 
Oracle BCP & DR Planning (Standby 
Database); Create databases, Automation of 
SQL Jobs, alerts, paging, email. 


Tech Mahindra Limited 

System Analyst/ Tech Architect 

Location: Kolkata 

Job ID: 7828680 

Description: This role is responsible for 
performance, availability and scalability of the 
applications, and maintains the functional 
interface to the application infrastructure. 


Intergraph Consulting Pvt Ltd 

Software Analyst 

Location: Hyderabad 

Job ID: 7807133 

Description: Multiple openings in 


Development for Engineering graduates from 
Mechanical/Civil/Computer Science 
background. Candidate should be able to 
handle development activities of products on 
Mechanical CAD domain. 
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Tata Teleservices Limited 


Sales Exec/ Sales Representative 

Location: India 

Job ID: 7776468 

Description: Role: Achicve sales, walk-in and 
productivity targets.;Define and ensure 
standards for Showroom cleanliness; Plan and 
execute market based activities. 


INDIABULLS 

Sales Exec/ Sales Representative 

Location: Kolkata 

Job ID: 7708182 

Description: The candidate must have exp. in 
the broking industry; good at sales and advising 
clients regarding investments; understanding 
of the markets (Equity/ Commodity). 


Infotech Enterprises Limited 

Sales Promotion Manager 

Location: Bangalore & Hyderabad 

Job ID: 7170123 

Description: The position requires sales and 
relationship management experience with 
MNC captives and Defence customers. 


Oracle Financial Services Software Ltd 
Presales Consultant 

Location: Mumbai 

Job ID: 7834390 

Description: Person must have in-depth 
understanding of n tier architectures; 
understanding of core banking with basic 
domain concepts appreciation. 
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Honeywell Automation 

Strategic Manager - Marketing 

Location: Gurgaon & Pune 

Job ID: 7828167 

Description: Develop, create and implem 
rolling 5 year strategic plan for the busin 
across all lines of business. Identify n 
growth areas. 


TalentPro 

Sales Manager 

Location: Hyderabad 

Job ID: 7777364 

Description: Must have 4+ yrs of exp 

selling Staffing, Compliance & Payroll servi 
to major corporate. Sales Manager openir 
also for Delhi, Mumbai, Kolkata & Bangalor 


Yahoo Software Development India | 
Ltd 

Product Manager 

Location: Bangalore 

Job ID: 7708850 

Description: Job holders must have techni 
experience in highly available, scalable a 
performing internet systems, Object-orient 
design, C++, MySQL. 


WNS Global Services 

Market Research - Executive 

Location: Punc 

Job ID: 7839103 

Description: Achieving KPI's (K 
Performance Indicators) and capabilities set 
the team leader; ensure correctness 
collected data. 
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Suzlon Energy Ltd 

Commercial Executive / Manager 

Location: Pune 

Job ID: 7834266 

Description: Preparation of Budgets; 
Variance analysis; Income Tax, Sales Tax, 
Excise Duty, Customs Duty, PF, ESI, Transfer 
Pricing. 


Syntel Inc. 

Graduate Trainee 

Location: Mumbai 

Job ID: 7746454 

Description: B. COM / BBA / BMS M.COM 
candidates with AMFI / NCFM certifications 
(not necessary and knowledge of capital 
markets / mutual fund & MS Excel. 


ACS, Inc. 

Cost Accountant / ICWA 

Location: Bangalore 

Job ID: 7742858 

Description: CA/ ICWA with knowledge of 
fixed asset capitalization & calculation of 
depreciation both India & US GAAP. 


Firstsource Solutions Limited 

Accounts Executive (Loan) 

Location: Mumbai 

Job ID: 7827238 

Description: Sending & collecting monthly 
payment statements; maintaining records of 
payments and balances, answering customer 
queries, remitting funds. 
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Sapient 

Analyst (Finance) 

Location: Gurgaon 

Job ID: 7831573 

Description: The position involves 
performing daily 
transactions, security positions and cash for all 
trading activity generated by clients. 


reconciliation of 


WNS Global Services 
Finance Manager 
Location: Mumbai 
Job ID: 7811507 
Description: Role: 
India entities accounting viz Accounts Payable, 


Manage end to end non 


Intercompany accounting, Pavroll, Fixed 
Assets and General Ledger. 


Genpact India 

Process Developer (Finance & Accounting) 
Location: Jaipur 

Job ID: 6792636 

Description: Audit of loan/lease documents; 
preparing of invoices; working on general 
accounts; forecast planning; manage access 
database. 


TATA Consultancy Services Ltd. 

Finance & Accounts Professionals 

Location: Chennai 

Job ID: 7745566 

Description: Looking for B.com, BBA, 
M.Com, MBA CA inter, ICWA inter or any 
commerce/finance; exp. in Accounts 
payables/ receivables, General Ledger process. 
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For the fastest, easiest and most 
economical way to get to the 
perfect resume, call us or email 
at sales@monsterindia.com. 
We'll get you 
the right candidate, 
no matter what. 
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MONEY-TAX PLANNING 


Choose the Right 





80C Option 





The various tax-saving instruments can fulfil all your 
financial objectives if selected with care. sasar zami with Tanvi verma 


ver found it difficult to 
make up your mind at a 
buffet spread? The braised 
chicken smells heavenly, 
so does the grilled fish. The 
pasta in cheese sauce looks inviting, 
while the salad bar is chock-a-block 
with interesting options. But one can 
eat only as much as one's appetite al- 
lows, so it is important to be choosy. 
Investing to save tax under Section 
80C is no different. All the op- 
tions are good, but suit diflerent 
investor profiles. "Each tax- 
planning instrument has a dif- 
ferent underlying objective, 
which needs to be understood 
by the taxpayer before mak- 
ing an investment," says Vikas 
Vasal, Executive Director, KPMG. 
Identifying the right option 
is easier if you do not leave tax 
planning for the last month of 
the financial year. Sanjay 
Grover, Tax Partner, Ernst & 
Young, advises taxpayers to 
do a rough calculation of their 
likely income and savings at 
the beginning ofthe financial 
year and then allocate resou- 
rces to various options. "A 
disciplined approach will 
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allow the taxpayer to make a better 
investment decision," he says. 
Chandigarh-based Prahlad Kumar 
Wahi knows this too well. The psu 
manager is scheduled to retire next 
year and so is concentrating his in- 
vestments in ultra-safe options such 
as the trr and the prr. For the past sev- 
eral years, he has been investing more 
than the Rs 1 lakh limit under Section 
80C in these two options and his rea- 


The Matrix 


Your choice should be defined by how soon you need the 
money, your expectations of returns and the risk you 





are willing to take. 
SAFETY 
HIGH MODERATE LOW 





soning is simple. “I'm going to retire in 
18 months. Safety of the capital is very 
important for me at this stage.” 

Wahi's concerns for safety are jus- 
tified. A man at the threshold of su- 
perannuation cannot afford to invest 
heavily in volatile assets such as stocks. 
That's why only 15 per cent of his 
savings are invested in equity funds 
and stocks. The rest benefits from the 
magical power of compounding in his 
PF and PPF accounts. After he 
turns 60, he will invest his re- 
tiral benefits in the Senior 
Citizens' Savings Scheme, 
which also qualifies for Section 
80C benefits and earns 9 per 
cent a year. 

Cut to Delhi, where senior 
consultant Jasneet Bindra's al- 
location to tax-saving 
options under Section 80C is a 
photocopy of Wahi's. Bindra 
puts away the maximum per- 
missible Rs 70,000 in her PPF 
every year, while another Rs 
30,000 flows into her rr ac- 
count. Prudent asset alloca- 
tion? Hardly. At 30, Bindra is in 
a position to take higher risk. 
Her high income level and com- 
fortable financial situation (dou- 


KOHIT GUPTA 


ble income, no kids) also suggest a 
higher allocation of savings to equity- 
linked products. Yet, Bindra is grossly 
under-exposed to the stock markets. 
Instead of galloping on equity-linked 
savings schemes (Hs), her savings are 
growing at a slow pace in fixed-income 
options. 

Tax planning should not be treated 
differently from financial planning. 
The asset-allocation rules that govern 
financial planning should be applied 
to choosing the most suitable invest- 
ment option under Section 80C. "The 
most important thing is to understand 
the risk-reward ratio. While rss prod- 
ucts could be volatile over the short 
run, they have the potential to deliver 





superior returns over the medium to 
long term," says Sukumar Rajah, 
Managing Director & Go, Asian Equities, 
Franklin Templeton Investments. 
Over the past five years, the ELSS 
category has delivered annualised re- 
turns of 21.7 per cent. The best per- 
forming fund during this period, 
sai Magnum Taxgain, has, on an av- 
erage, earned 32 per cent every year. 
This means that Rs 10,000 invested in 
the fund on 13 January 2005 is now 
worth Rs 39,878. That's not all. Even 
the worst performing Ess fund man- 
aged to beat the fixed income cate- 
gory by earning 11 per cent a vear 
compared with the 8 per cent returns 
from the PPF and Nscs. Now you know 


Jasneet Bindra 
AGE: 30 


OccuPATION: Senior Manager 


wontHLy income: Rs 90,000 





PROVIDENT FUND: 30,000 
m. 70,000 
Endowment policy: . 2 2, O00 
Tota — 125,000 


Bindra has been investing in the PPF 
because she is too busy at work. As 
a result, she is grossly under- 
exposed to the wealth-creating 
potential of equities. She also has 
an endowment insurance policy, 
which is likely to give low returns. 
We suggest she hire the services of 
a certified financial planner to give 
her investment advice. She will find 
that it's money well spent. 


"Although | want to invest 
in ELSS funds, | have never 
had the time to study 
them. At the end of the 
year, | usually find it easier 
to invest the entire 

Rs 70,000 in the PPF” 


what Bindra is missing. 

Any investment should take into 
account several factors—how soon 
you need the money, vour expecta- 
tions of returns, the risk you are willing 
to take and the flexibility of the option. 
Each Section 80C option offers a dif- 
ferent combination of these factors (see 
The Matrix). The Pr and pension plans 
are very safe, but they lock up the 
money for the long term. Nscs and five- 
year fixed deposits are also safe and 
have a shorter lock-in period, but the re- 
turns are very low. ELSS funds can give 
extraordinary returns but come with 
high risks. Traditional life insurance 
policies, which are arguably the worst 
way to save income tax, ofler low re- 
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turns, low flexibility and low risk. Add 
to this the low risk cover and you will 
know why endowment and money- 
back plans are poor investments. 

However, this does not stop tax- 
payers from flocking to this low 
return option. Delhi-based software 
professional Rakesh Ojha, 33, has an 
endowment life insurance policy and 
a child plan that gobble up Rs 41,000 
in premium every year, while two 
Ulips account for another Rs 35,000. 
Though insurance needs are very spe- 
cific to an individual and take into ac- 
count several factors, such as the ex- 
isting assets, financial needs and out- 
standing debts, there is a rule of thumb 
that one should have a life insurance 
cover of at least 5-6 times one's annual 
income. However, Ojha is paying 
Rs 76,000 a year for a life cover of 
less than 1.5 times his annual income. 

He is not only underinsured, but 
the huge insurance premium prevents 
him from investing in other options. 
"After paying the insurance premium, 
I have very little left to invest in other 
options," he rues. Ojha is paying for 
buying life insurance to save tax on the 
advice of a friend who sells insurance. 
"Investing to oblige friends and relatives 
without studying the returns and suit- 
ability of the option is a common mis- 
take," says Charul Shah, a Mumbai- 
based financial planner. 

Life insurance is a crucial compo- 
nent of financial planning—not as an 
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Rakesh Ojha 


AGE: 33 


occupation: Software Professional 
wonTHLy Income: RS 75,000 


Tax-saving investments (Rs) 
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CHILD PLAN: — — 15,000 
ws — 35,000 
cuito's TUITION FEE: 10,000 
us; —— 10,000 
PPF: —— 4,000 
mma: — 100,000 


Ojha has invested in insurance to save 
tax and pays a huge sum for a very low 
cover. He invests in equities through 
Ulips and ELSS but needs to increase 
his exposure. He could convert his 
endowment plans to paid-up policies. 


"| want to invest more in 
equities, but don't have 
enough money left after 
paying the premium for four 
policies that cover me 

for Rs 10 lakh” 


investment, but as a means to cover 
the risk of death. "The primary aim 
of a life insurance policy should be to 
cover risk; earning returns and tax 
savings can be by-products of investing 
in such a policy but should never be the 


primary reasons,” says Neeru Ahuja, 
Tax Partner at Deloitte India. 

The cheapest form of risk cover is a 
term insurance policy. Ask Anand 
Kothari. The 45-year-old psu man- 
ager from Surat has three term plans 
that cost him Rs 18,000 a year and 
cover him for Rs 20 lakh and has an- 
other Rs 8 lakh worth of accidental 
death cover. Considering that he is in 
the 30 per cent tax bracket, the effec- 
tive cost of the Rs 28 lakh cover comes 
to Rs 12,500 a year. "I have taken 
the maximum term for these plans 
because it may become very costly to 
buy fresh insurance at a later age,” 
he says. Kothari repays about 
Rs 26,000 of his home loan and 
contributes roughly Rs 42,000 to his 
PF every year. 

Insurance is not the only area 
where Kothari has got it right. He also 
invests in ELSS funds but takes care to 
choose them well. New fund offers 
don't attract him. Flashy returns are 
glossed over. Only established funds 
that demonstrate consistent perform- 
ance are picked up. "While performance 
is an important benchmark, emphasis 
should be on consistency," says 
Sankaran Naren, cio, Equity, ICICI 
Prudential Amc. The icict Prudential 
Tax Plan managed by Naren has been 
the best performing kiss fund in the 
past one year with 123 per cent 
returns. Don't go just by its short-term 
performance, The fund has delivered 27 
per cent annualised returns since its 
launch in 1999. 

We have shortlisted the six best 
tax plans for you. Each of these funds 
suits a diflerent type of equity investor. 
The Franklin Templeton Taxshield 
Fund, for instance, has almost 68 per 
cent of its corpus invested in large- 
cap stocks which are considered safer 
than the mid-caps and small-caps. 
which make up nearly 50 per cent of 
the portfolio of uprc Taxsaver. The ag- 
gressive allocation reflects in the re- 
turns of the two funds. While Franklin 
Taxshield has grown 37 per cent in the 
past six months, uprc Taxsaver has 
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MONEY-TAX PLANNING 


"The Mandate of 
Your ELSS Fund 
Should Match Your 
Risk Appetite" 


What kind of returns should equity 

investors expect this year? 

This year will be more volatile for 
equity investments and will depend 
on how the Budget, monsoons, etc., 

pan out. Given the current valua- 
tions, the returns will be relatively 
muted. | 


Many equity investors missed 
out when the markets 
rebounded in 2009. What is 
your advice to such investors? 
Equity investments are all about 
partnering with the entrepreneur in 
the business. Every business has a 
gestation period and goes through 
highs and lows. However, a good 
eventually create wealth. So, it is 
necessary to give time to the busi- 
ness to grow and perform well. Our 
advice to investors is to invest in 
equities with a long-term view and 
through systematic investments. 


Which factors should taxpayers 
keep in mind while investing in 
ELSS funds? 

At the macro level, investors need to 
analyse qualitative factors like the 
fund house's background, disclo- 
sure norms followed by the com- 
pany. and the track record of the 
fund manager. At the fund level, 
check the quality of the portfolio and 
whether the fund's mandate is in 
line with their risk appetite and 
investment objectives. While per- 
formance is an important benchmark, 
emphasis should be on consistency. 
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shot up by 45 per cent. 

Considering a three-year perspec- 
tive, Franklin Taxshield has outper- 
formed, while over five years, HDFC 
Taxsaver scores better. So, returns 
should not be your only guide. The six 
best rss funds have been shortlisted 
on the basis of consistency of perform- 
ance, the risk they carry and their po- 
tential. Investors should choose the 
funds by matching their expectations of 
returns and their ability to take risk. 

An effective way to reduce the risk 
in equity investments is to take the sip 
route. It helps in tiding over the volatil- 
ity that is inherent in equity markets 
and places investors in a win-win sit- 
uation. Also, it is advisable not to pack 
too many ELSS funds in your portfolio. 


BEST ELSS PICKS 


SCHEME NAME 
SBI Magnum Taxgain 
Franklin India Taxshield 


r mmm DAIDD Ta . a 
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Safe and steady 


NAV (RS) 
44.22 
32.82 





There's a flip side to this. If you 
make a loss on your ELSS investment, 
you could adjust it against any other 
capital gain. What's more, such losses 
would be allowed to be carried for- 
ward indefinitely. 

This is not the case with Ulips, 
where savvy investors can switch from 
equity to debt and vice versa depending 
on their reading of the market. This 
makes a Ulip an excellent asset allo- 
cation tool that can be used to rebal- 
ance the portfolio whenever required. 
Ulips also help fulfil an important fi- 
nancial need—covering the risk of 
death of the family's breadwinner. 

The latest RDA guidelines on Ulips, 
which place a cap on the charges to be 
levied during the term of a plan, have 


6MONTHS 1YEAR 3 YEARS 
38.10 98.31 9.05 
37.49 91.62 12.12 





— Fast-track growth BW Mid-cap aggression 


NAV as on 13 January 2010. The above data is for dividend option of these schemes 


One or two are more than enough. 

One drawback of rss funds is that 
you can't touch the investment before 
the three year lock-in period ends. 
Also keep in mind the coming tax 
changes when you invest in ELss. The 
draft Direct Taxes Code, which is to 
come into force from April 201 1, pro- 
poses to remove the tax exemption to 
long term gains from equity invest- 
ments. Should this also apply to ex- 
isting investments, the returns from 
your E55 funds would get pared. Ulips 
face the same uncertainty. Unlike pr 
and per, where March 31. 2011 is 
clearly mentioned as the cut-off date, it 
is not clear whether withdrawals from 
existing Ulips will be taxable or not 
under the pre. 





made this Section SOC option more 
attractive. That does not mean the 
end of mis-selling. Tax planning time 
is open season for unscrupulous bro- 
kers who would want to sell you prod- 
ucts that suit them more than your 
financial goals. So keep in mind your 
investing options and requirements 
before you invest in a Ulip. Also, don't 
forget to read the fine print. © 
Courtesy Money Today 


eDirect Taxes Code 
eTaxpayers' Checklist 
eWhy Ulips Are a Hit 
MOVES All these-and more-in 
the latest issue of 
Money Today on the 
news-stands now. 
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Philosopher & Expert on Risk 


The London Times calls Nassim Taleb “the 
hottest thinker in the world." Maverick scholar, 
philosopher, he is the author of The New York 
Times bestseller The Black Swan: The Impact of 
the Highly improbable. 


Professor of Economics & Demography, 
Harvard University, Author 


David Bloom, Director of Harvard University’s 
Program on the Global Demography of Aging, 
studies the impact of demography on health 
and economic growth. He has authored several 
authoritative books on the subject. 


A phenomenal thinker whose book The Black Swan has been described as one 
of the most influential books of the past five decades. A corporate head who 
turned around manufacturing giants Ford and Boeing and was listed among 

2009's 100 most influential people. A radical economist and demographer 
who introduced the concept of the Demographic Dividend, the impact of its 
population on a country’s economy. And an award-winning journalist and 
author who believes he has found the answer to world hunger. 


Nassim Taleb, Alan Mulally, David Bloom and Michael Specter 
offer a spread of ideas — a veritable feast. 


Join the world’s topmost thinkers, business leaders, scientists, economists, writers, techies, 
innovators and politicians to discuss, debate and decide what to expect of the new decade. 
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Author on Science & Technology 


Michael Specter writes on science, 
technology and global health for the New 
Yorker. He focusses on the exaggerated 
fear of science, the confusion over 


p 
protecting the environment and believes 


that irrational thinking hampers solutions. 


President & CEO Ford Motor Co 


Alan Mulally known the world over 
for reviving two ailing manufacturing 
giants: Ford and Boeing, was named 
Person of the Year in 2006 in Aviation 
Weekly and in 2009 in TIME's 100 
Most Influential list. 
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PERSONAL TECHNOLOGY 


Map Me This 





Google and Nokia have both made free 
turn-by-turn navigation applications on 


mobile devices. Are they any good? KUSHAN MITRA 


aps are not perfect: there are 

M enough people getting lost 
thanks to their Global 
Positioning System (GPs) navigation 
devices. Having said that, "free" turn- 
by-turn navigation is useful to have on 
your mobile device. Nokia's Ovi Maps 
works on all Symbian Series 60 
(E Series, N Series and a few others) 
devices. The free service, however, is 
only available on handsets that are 


GOOGLE MAPS 


e Supports multiple platforms- 
Android, Symbian, BlackBerry 
and iPhone 


e Several Indian cities mapped 


e Maps are downloaded in real 
time, poor mobile data 
connectivity can affect maps 


@ User interface could improve 





GPs-enabled. Google Maps, which is a 
free download, works on virtually 
every smartphone. But unlike Ovi 
Maps, which is stored in your device 
memory, Google Maps connects to a 
network to download maps as you 
move. The “turn-by-turn” navigation 
service works only on devices running 
Google's Android in India, though 
Google Maps' direction service works 
on multiple platforms. 

Using the service is a breeze on 
both platforms. You enter a start-point 
and an end-point. Finding an exact 
residential address might be an issue on 
Indian maps, but then you could enter 
a nearby landmark. So if you have to 
go from your office to, say. a Fortis 
Hospital, you can enter that as your 
end-point. The software will throw up 
a list of hospitals as the likely location. 
You select the right one. Alternatively, 
if the person whose home or office you 
are visiting stays near a Fortis Hospital, 
you could plug that as the end-point 
and subsequently navigate manually. 

You would ideally need a car-stand 
lor your mobile and since GPs mod- 
ules seem to gorge on power, a car- 
charging kit too. Total cost: around 
Rs 500, though one would recom- 
mend an unlimited data connection on 
your device for both services. Your 
mobile needs a clear line of sight to 
the sky to receive a cps signal, so the 
dashboard or the windscreen would be 
the best attach-points. For the same 
reason, using a navigator from the 
backseat may not be a great idea. 

Navigation is very easy inside the 
city. If you don't "agree" with the 
route, you can recalculate it with a 
few clicks and even program it to avoid 
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€ Free navigation supported on 
select high-end Nokia devices. 
Basic maps available for others 


0 Limited number of cities 
@ Maps can be loaded on device 


€ Good user-interface and 
voice navigation 


certain parts of the city. The problem is 
often outside major cities and here Ovi 
Maps is really poor even though it did 
have the slightly better interface, (par- 
ticularly the "Walking" navigation 
tool). Google's maps, which have been 
worked on by an army of users using 
Google Map Maker, seem more thor- 
ough outside major cities but the nav- 
igation tool (we used it on an Android 
device) could be better. 

So the short answer is that neither 
service is perfect, and standalone map- 
ping companies have far better maps. 
But, as they say, "free" is an amazing 
price. There is one major downside, 
though. The devices the maps work 
on are phones and neither service has 
the ability to block calls when 
navigating. If you get a call at a com- 
plicated turn, it isn't your lucky day. © 
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uman psychology 
and human capital 
should ideally be 
the perfect complement: 
ideally. Like body and soul. 
However, there could be no 





AUTHORS: Rob Goffee and stranger bedfellows, 
PUBLISHER: Harvard Business especially, when the setting 
School Press is an organisation. At best, 
PAGES: 208 l Sent is 
PRICE: Rs 995 most companies across the 


globe still probe for answers 
that may help them manage their most valu- 
able and value-generating assets: Gifted people. 
Is that the reason why we have a prolifera- 
tion of categories, theories and research around 
the cleverly-carved slivers of corporate human 
capital? Enter the "Clevers". The part-rogue. 
part-brilliant, non-toeing, but quasi-organi- 
sational executive, who will create most of 
vour organisation's value in the not-too-distant 
future. Or so authors Goffee and Jones would 
have us believe. 

Who are the Clevers? The authors' 
definition: Highly-talented individuals with 
the potential to create disproportionate 
amounts of value from the resources that 
the organisation makes available to them. 
To be fair. Messrs Goffee and Jones—both 
accomplished professors and Fellows of the 
London Business School who have earlier 
collaborated on the well-received book on 
leadership Why Should Anyone be Led by 
You?—have a sound case. The large part of 
any organisation's human capital mass does 
not really contribute towards growing its 
value substantially, save a clever few. 
However, these Clevers are coded differently 
and display meta-organisational behaviour 
(while needing an organisational platform 
to perform), and hence have to be really 
managed and nurtured, and not necessarily 
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Not Very Clever? 


The authors make an honest attempt to explain how companies 
should manage their most gifted and intelligent people. However, 
the book falls short on several counts. VIKRAM CHHACHHI 


through processes. Pretty straightforward: 

The book abounds in corporate examples 
from years of experience and research but, 
at times, runs the risk of diluting the definition 
of Clevers. Based on the definition above, 
would you club new molecule researchers 
at pharmaceutical companies and tax 
accountants together? I wouldn't. The 
accountants are trained to advise clients 
on tax-elliciency and help create more share- 
holder value! So, if we are talking about 
gifted executives and managers, and à 
D-I-Y on how to manage them, you'll come 
away disappointed. However, there is no 
taking away the importance, and the chal- 
lenges of managing Clevers, which the book 
addresses amply. They need to be led; you 
need to earn their respect; they need infra- 
structure and support, maybe a lot more 
than most of the others; You need to talk 
to them and sense their needs and up their 
motivation levels; They need convincing: 
They need time. 

Sounds like school and the prodigy in 
class? Well, in some ways, yes, but it's not that 
simple—this is the corporate world, 
remember! From the plain Jane "Stars" 
(Aligning the Stars, Lorsch & Tierney; also 
HBSP), to the haloed "Firsts" (First Among 
Equals, McKenna & Maister), and the above 
par reliability of the rock solid "Outliers" 
(Outliers, Gladwell), and a host of others in bet- 
ween, we have trudged long in search of 
answers to managing different people, well. 
differently. So, while Clever makes another 
(narrow), but fair attempt, | would not club 
this tome with the others mentioned above; 
not yet. Especially, in the aftermath of the 
global economic bloodbath, which, by the 
way, was triggered by some Wall Street 
Clevers gone rogue. © 











From Unipolar to 
Tripolar World 

By Arvind Virmani 
Academic Foundation 
Pages: 352 

Price: Rs 995 


The author argues 
that a tripolar global 
power structure will 
emerge soon with 
the US, China and 
India setting the 
agenda for the rest 
of the world. 





Urban Renewal: 
Policy and Response 
By M. Ramachandran 
Academic Foundation 
Pages: 114 

Price: Rs 595 


M. Ramachandran, 
Secretary, Ministry 
of Urban 
Development, 
explains the 
thinking behind the 
Jawaharlal Nehru 
National Urban 
Renewal Mission 
(JNNURM) and 
how it's making a 
difference on 

the ground. 


~ “IHE Economic 


25 |» wWww.economictimes.com 


In the run-up to the Union Budget, 
where else would you find 


400 seasoned editors and journalists 


bringing you the latest in business news and analyses? 


When it comes to business news we have expertise like no one else. Get the latest news and 
insights about companies, industries, markets or the economy from industry stalwarts and 
experts. Stay updated and know the real time impact of the Economic Survey, the Rail Budget 
and the Union Budget on you, your company or your sector. All this and more is available to 
you wherever you may be — on your PC or your mobile. 


So log on to WWW.economictimes.Com today! 





EXECUTIVE HEALTH 


How to Increase Focus at Work 


Lack of attention can hurt your health and career alike. 


SAUMYA BHATTACHARYA 


odern-day offices are dem- 
anding places. Employees 
are required to multi-task 
all the time, work long hours to 
meet deadlines and steep targets. 
In short, they are required to per- 
form in an environment of constant 
pressure and competition. Little sur- 
prise then that many people often 
find it difficult to have a sustained 
attention span and complain of 
fatigue and confusion. 

The cumulative result is that per- 
formance begins to flounder. "It's a 
vicious cycle. More mistakes, more 
pressure and more pressure will lead 
to more mistakes," says Dr Samir 
Parikh, Chief of Department of Mental 
Health and Behavioural Sciences at 
Max Healthcare, Delhi. 

Dr Rachna Khanna-Singh, 
Psychologist & Lifestyle Expert at 
Artemis Health Institute, Gurgaon, has devised a strategy—"ABc: Awareness, balance 
and control" —4or dealing with such problems. This entails knowing why a person is suf- 
lering from a lack of focus and then fixing it. If there is such a situation, nutrition levels should 
be checked. “Erratic eating habits can make people suffer from decreased attention and 
fatigue," says Dr Khanna-Singh. Moderate exercise at work can also help. so can some 
relaxation techniques. "Cut down on oil and spices: lunch 
should be light," she says. 





IDENTIFY YOUR Time management and personal organisation expert 
PEAK ENERGY Mark Barnes in his book, Time to Think, offers a multi- 
TIMES AND PLAN pronged prescription to manage energy and overcome dis- 
COMPLEX OR HIGH tractions. According to him, it helps to be aware of one's nat- 
VALUE TASKS ural body rhythms. One should identify one's peak times, then 
wi THAT plan and prioritise the day so that high energy time is utilised 


for complex or high value tasks, while periods of low energy 
might be better used for simple, low-value tasks—or even as 
an opportunity to refuel. High energy time should be protected by blocking it out in one’s 
schedule. “This would also be a good time to put your phone onto divert or over to voice- 
mail, just as you would if you were attending a meeting with other people,” Barnes suggests. 

Beyond this, taking a short break from work can also help. “Take a rejuvenation 
break every quarter for 3-4 days. You will be pleasantly surprised at what it can do to your 
attention span,” says Dr Khanna-Singh. © 


Log on to www. businesstoday.in for Get a Handle on Your Regrets and Cut Down the Coffee 
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e Take short breaks 
of 2-3 minutes 
every 40-45 
minutes. 


e Do not merge and 
mix your tasks. 
Break them into 
sub-tasks. 


e If you are able to 
focus better in the 
morning, arrange 
your schedule 
accordingly. 


e Talk to colleagues. 
Good relationship 
at work helps. 


e Try working on 
crosswords, 
puzzles. 


e Andthe best 
remedy? Get good 
sleep at home. 


SUGGESTED READING 








CRAZYBUSY: 
Overstretched, 
Overbooked, and About 
to Snap! Strategies for 
Handling Your Fast- 
Paced Life 


By Edward M. Hallowell 





ALL IT TAKES 
TO MAKE 
BRANDS 
SUCCESSFUL 
IS A FOUR 

LEI TER WORD. 


LOVE. 


A place in the heart gives you an unfair advantage in the marketplace 

The Brand Summit 2010 aims to look at the cnallenges in this era of discontinuity 
and provides some direction on how brands can build deeper. lasting connections 
with consumers, creating more lovers for their brands. 


——— 
BRAND February 19-20, 2010 MARKETING 


SUMMIT 


Hotel Taj West End How will brands woo consumers 
in the age of discontinuity? 


Tn | Pena DISRUPTION 


For details contact: Mr. Ahmed Shariff, 044 - 42444 555 / 517 (D) or e-mail: ahmed.shariff&cii.in Website: www.cii.in 





CONFIRMED SPEAKERS INCLUDE: Mr Adi Godrej, Chairman, Godrej Group. Mr Tim Love, Chairman & CEO, Asia Pacific India, 
Middle East Africa (APIMA), Omnicom Group Inc. Dr. Saul J Berman, Global & Americas Strategy & Change Practice Leader, IBM 
Global Business Services. Mr Andrew Robertson, President and CEO. BBDO Worldwide, Inc. Mr Peter Shankman, Founder and CEO, 
The Geek Factory, Inc. Mr Rahul Welde, Vice President Media, Unilever Asia Pte Ltd. Mr Jonathan Howlett, Director of Airtime Sales, 
BBC World, UK. Mr Rohit Bhargava, SVP - Strategy & Marketing, Ogilvy 360 Digital Influence, USA. Ms Punita Lal, Executive Director 
- Marketing, PepsiCo India. Mr Deepak Srinivasan, VP - Corporate & Business Development, Ankeena Networks Inc. Mr Ashok Das, 
Managing Director, HANSA Research Group. Etc. 
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HANSA Public Relations = 


A differentiated PR practice 





PPP 


People Places Products 





PRADEEP GIDWANI 


Spirited Moves 


What do Diageo, Moét Hennessy, 
Foster's, Red Bull and Carlsberg 
have in common in India? All these 
companies had PRADEEP GIDWANI, 
45, play a role in setting them up. 
Gidwani, who recently left his role 
as Managing Director, Carlsberg 
India, is taking a break "for a 
month" and hopes to spend some 
time with his baby daughter. What 
next? After playing the role of a 
serial entrepreneur for multina- 
tional drinks and beverages compa- 
nies, Gidwani now wants to get into 
doing something himself. "I have a 


GOSWAMI 


few ideas and | am a foodie at heart 
and I think I have the requisite 
skill-sets needed for a start-up and 

I don't think I'm too old, yet!" 





RACHIT 


All that we can say to that is REVATHI ADVAITHI 


“Cheers!” 


Power Play 


She is third in line to ceo Sandy Cutler at Eaton Corp., a Fortune 500 
company, but nothing enthuses REVATHI ADVAITHI more than the global 
















movement towards energy efficiency and sustainability. Advaithi, 42, is 
President (APAc—Electrical Sector), Eaton Corporation, and is based in 


GOSWAMI 


Shanghai, China. She has her task cut out in India—curbing industrial 
losses for which Eaton provides solutions. "India's efforts to curb such 
losses have not gone unnoticed and the country's unique difficulties will 


RACHIT 


be the highlight of Eaton Corp.'s Indian operations in the coming year,” 
she says while on a visit to Mumbai. A mechanical engineer from BITS 
Pilani and an MBA from Garvin School of International Business in 
Glendale, Arizona, Advaithi started her career at Xerox India in Chennai. 
Her current stint at Eaton is a homecoming of sorts; she worked for the 
company from 1995-2002. Advaithi then quit to work at Honeywell, UK, 
: for six years. She joined Eaton for a second stint in September 2008 and 
was assigned the role of President (arac) from July 2009. A voracious 
x. reader, Advaithi now leads a business that had net sales of $2 billion in 
2008 in the APAC region and $6.9 billion worldwide. And her top inter- 
est at the moment: Mastering Mandarin. 


PRODUCT 


Livescribe Pulse Pen 


WHAT IT IS NOT: The Livescribe Pulse is not a usp drive 

that doubles up as a pen. 

WHAT IT IS: It is a pen that captures what you are writing 

(a nifty sensor near the nib does the trick) and stores it in its 
2 GB memory. It also records voice inputs. You can hitch the 
pen to a computer (both Macs or pcs) and have what vou have 
written displayed on the screen. The best part is that you can 
use the software that comes with the pen to convert what you 
have written into a text file. The written documents that you 
create can also be stored as ppr and jrgc files. 

WHAT IT COSTS: You need a special dotted paper notebook to 
write on. For Rs 12,999, you get the pen, two refills (each is 
good for 800 pages of writing, claims 4 Genius Minds, the 
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PLACE 


Jaisalmer 


Is Jaisalmer, the Golden City situated in Rajasthan's Thar Desert. in 
danger? Perhaps, if you believe ‘Threatened Wonders 2010' list compiled 
by UK's travel magazine Wanderlust. The city is among eight magnificent 
destinations that need immediate attention. What's wrong with 
Jaisalmer? The city stands on a ridge of yellowish sandstone, crowned by 
sonar Quila, the dominating Golden Fort. According to the magazine, the 
growing numbers of visitors staying in the fort itself are putting pressure 
on the aged infrastructure. Plus, water seeping through old pipes is disso- 
lving the sandstone foundations. Are Indian authorities listening? © 


CONTRIBUTED BY KUSHAN MITRA, ANAMIKA BUTALIA 
JOEL RAI, SAUMYA BHATTACHARYA & E. KUMAR SHARMA 


company that sells the pen in India), and a 200-page notebook. 
You can replenish the notebooks at a cost of Rs 1,300 for four. 


SANT SINGH CHATWAL 


In a Pickle Over 
an Award 


Arguably the most famous 
Indian friend of the Clintons 
in the US, Padma awardee 
SANT SINGH CHATWAL, 64, iS 
back in the news. In January 
2008, when he was in India 
with a business plan, he had 
refused to comment on an 
alleged fraud involving an 
Indian bank and a CBI case 
thereafter. “It is a closed 
chapter and history,” is all 
he would tell us. Well, the 
closed chapter has come 
back to haunt him with 
voices against his Padma 
award getting louder. 
Chatwal was then in India 
with plans to set up his chain 
of hotels in the country. The 
hotelier, a believer in yoga, 
talked of investing Rs 5,000 
crore to own and manage 
around 25 hotels spread 
across 21 cities by 2011. 
Chatwal, it seems, continues 
to maintain his love for 
India despite all the 
controversies. 
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":: BlackBerry. 


slackBerry PRIYA PAUL 


r Chairperson Apeejay 
Services Surrendra Park Hotels*Ltd 
now on 


Airtel The leadership lesson 
prepaid | remember best 


Don't go crazy during the good 
times, and neither become 
despondent during å dòwnturn. 


The political leadeř* 5, 
| admire the most 
indira Gandhi. A 


A book or movie | woulù 
recommend on leadership 
Chak de India. 


Wireless The difference between a 
Internet manager and a leader 
| don't think the two are mutually 


exclusive, though it's also true that 
while all managers can't be leaders, 
all leaders are managers. 


Instant My biggest test as a 


Messaging leader was 
When I took charge of the company 
after my father's assassination. 
Overnight, | had to not just take 
charge of the company but also 
understand it. | was expected to 
have all the answers. 


The worst thing a leader 
can do 


Not provide a sense of security 
through leadership, especially 
during lean times. 


As told to Tejeesh N.S. Behl 


To activate SMS 
<airtelbb> to 121 
d choose your plan 


For details 
g on to www.airtel.in 
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From left: 

Rajeev Piramal, Executive Vice 
Chairman, Peninsula Land; 

Nisa Godrej, Executive Vice President, 
Business Development, Godrej Ind.; 
and Aditya Burman, Director, 
OncQuest Laboratories 
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Burn airs are entering some of dia’s 
[Arsest and oldest family businesses: 


| HOWWWIII they reshape India Inc PG 48 

















The Volkswagen Jetta. Unleash the driver in yov. 


The exquisitely designed Jetta takes performance to the next level. Its l'urbocharged Direct Injection (TDI) 

engine delivers exhilarating torque. And its 6-speed DSG gearbox offers dual transmission. While the automatic 
transmission ensures uninterrupted power and smoother gearshifts, the manual mode instantaneously brings to 
your disposal the full potential of the robust engine, allowing you to cruise over even the most brutal roads. 


Don't hold back; let the driver in you take over. German engineering. For Dynamic Performers. 


Volkswagen. Das Auto. 





resentation is nor necessarily authoritative 


www.volkswagen.co.in 








“Terms and conditions apply, Accessories shown and features listed may not be part of standard equipment. Map drawn not to scale and for representational purposes only. Bo 


Volkswagen India Assistance: 24x7. Anytime. Anywhere. Toll-free: 18001020909, 18002090909. 


CENE i “8 a AS ` Sta 
With Boeing asa trusted partn jer; thé fü 

nı * to success for India's aerospace inc 
l promises to be a short one. We’re’c PAX 
to expanding the manufacturing and 
engineering base through key partners 
. Backing them up with industry best practi 
such as program management and aeros[ 
and lean manufacturing processes. Prope 
the Indian aerospace industry to the glo 
stage, the possibilities of how high thi 


partnership will soar are, indeed, endles 


— © ¢ Q BOEING 





50 real, you will become part of the game. 


Experience the heart-pounding, eye-opening new level of intensity only Samsung LED technology can create 
Get ready to experience Life in HyperReal with the brilliant, ultra-slim samsung LED TV 


sullo 


CELEBRATIONS 


Registered Address: 1" Floor, Kopia Corporate Tower. Jasola District Centre, New Deihi- 110025 www.Samsung comin 
Samsung Helpline: 30308282 or 18001 10011 Conditions apply. Screen images simulated 
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From the Editor 


hey are both blessed and cursed. On the 

one hand, today's young inheritors of 

business—a large number of whom have 
taken guard in the past one year as the 3“ or 4th 
generation of their family businesses—are faced 
with unprecedented opportunities. If they can use 
these opportunities and the family resources 
at their disposal well, they can make their 
business grow much more than all the previous 
generations of their family put together could. But 
in trying to do that, they have to compete with 
the rising tide of first generation entrepreneurs 
who are ready and willing to snap up every opportunity that a booming econ- 
omy is throwing up. Access to finance is easier than ever, industrial licences 
are no more the preserve of a few influential families and the world is the 
market place for any businessman with the right idea and the right attitude. 

The majority of new inheritors that we spoke to for this special issue 
(second in our four-part series on GenNext; the first ran in our October 4, 
2009 issue) was aware of the opportunities and the challenges thev face. 
One big reason to believe that some inheritors of today will be heading 
world beating conglomerates tomorrow is the fact that they are being 
mentored by a generation that has survived—and thrived in—a radical 
transformation in business environment in the 1990s. These survivors 
know that they cannot afford to rest on their past laurels and competition 
can vanquish several generations of family fortunes almost overnight. 
They have tried to prepare the GenNext of their families for an economic 
transformation that is even more sweeping 
than the liberalisation of the 1990s—globali- 
sation. Read the profiles of businesses’ newest 
heirs (pg 54 to 80) to know how they plan 
to take on the world. 

Gita Piramal is India's best-known business 
historian. She very generously guided us 
through several features in this issue. Read her 
defence of family business on pg 82, which 
debunks several myths. On pg 90, Mallika 
Srinivasan, Director, TAFE, takes us through 
three generations of her business family. 

On pg 98, M.V. Subbiah, former Chairman, 
Murugappa Group, elucidates what Indian culture can teach you about 
running family businesses that even best B-schools can't. In A Break from 
the Past (pg 120), we showcase the GenNext scions who are spreading their 
wings way beyond the traditional business of their families. On page 102, 
you will find out how a clutch of young inheritors is breathing fresh life into 
family businesses that got swept away by the twin waves of liberalisation 
and succession squabbling. Then, what is better: having a good succession 
plan but bad successors or having worthy successors but no succession 
plan? Find out on pg 112. 


GEN SEKI 


THE NEW 





Our first Gen Next cover. 


ROHIT SARAN 


WWw.mcx-sx.com > 


India's new generation stock exchange 
now offers hedging in ¥ €, £ and $. 





Changing balance of trade, interest rates and and online real-time connectivity. The aim 
market perceptions are just a few factors thatcan serve a much wider base of Indian businesses and 
affect the currency rates. In today's volatile help them compete at par with their globa 
economic scenario, businesses run a risk from counterparts. 


fluctuating currency prices. Rising currency rates | ' 
First Stock Exchange to roll out pioneering 


could negatively affect importers and falling rates ET 
market development initiatives such as: 


could cut into the profit of exporters. 
* Releasing 1st Handbook on currency future: 
MCX Stock Exchange - India's New Stock * Providing price updates of currency futures 
Exchange, gives Indian businesses a powerful via SMS 
* Reducing gap of collections of mark to 
market (M2M) margins to same day 
* Deploying superior technology 
continued operations during sun outage 
and Research”, MCX-SX offers transparency in . Launching website in 11 regionallanguages 


platform to hedge this very risk. Staying true to 
our philosophy of "Systematic development of 
markets by Information, Innovation, Education 


currency prices, counter party guarantee, a ° Conducting an average of one education 


reduction in transaction cost, national presence and awareness program per working day 





Manage your currency risk in {wt X SX 


Yen, Euro, Pound & USD India's New Stock Exchange 


MCX Stock Exchange Ltd. 


Exchange Square, Suren Road, Andheri (E), Mumbai 400 093. Tel: 91-22-6731 9000, Fax: 91-22-6731 9004. Ema 


THE DIFFERENCE IS, RESEARCH. 





READERS' FORUM 


Bollywood's Brightest Not Many Good Employers 
SRK Inc. (eT cover, Feb. 21) is a vivid tribute to the actor's Not many private companies in India adopt 
phenomenal cinematic career and box office success. Your ^ andinvestin n practices mentioned in The 
cover story goes beyond srk's slick star wattage and the — P^t Companies to Work For (sr cover. Feb. 7) 
Lack of growth opportunities, stingy 


runny millions it generates to providing arare glimpse into how remuneration coupled with the attitude of 
he is emerging as a new breed of rainmaker in the Indian companies treating their workers as just 
entertainment business. Vineet Madhukar, Delhi another disposable commodity make many 


The Name is Khan 

Over two decades since his debut. Shah 
Rukh Khan continues to whip up a heaping 
meal of cinematic comfort food, sweet and 
spicy to cause both laughs and lumps in the 
throat. While many stars his age have been 
winnowed out, sRK's movies are consid- 
ered shoo-in hits even before they are 
released. Just look at his latest flick to get an 
idea of the expectations his films raise. | 
am sure SRK will continue to count among 


employees see themselves as being trapped 
in a career cul-de-sac. Neeraj Thakur, Pune 


Missing the Mark? 

Nano Owners’ Tales ( Br, Jan. 24) talks of the 
experience of Nano users. But most people 
interviewed in your story already own 
cars and are definitely not first-time users. 
It seems Nano is missing the market it's in- 
tended for—first-time car buyers and 
existing two-wheeler owners wanting to 
migrate to four wheels. That sure looks like 
a lost opportunity for the Tatas looking to 





the most bankable stars and ride his star to change people's lives. Ram V. 
fame and mega bucks as long as he cares to 


step up to the plate. Vineet Achyut, Delhi 


Flash and Substance 

In deciding to put a film star on your 
cover, is your magazine raising celebri- 
ties above their level of competence? 
Hope I'm not being uncharitable when | 
say that Shah Rukh has become a pro- 
fessional celebrity fond of hawking his 
legend as a commodity. In his 40s, he's 
snagged on the outer edge of youthful- 
ness and his stardom is burning out on 
intensity. This explains his desire to cre- 
ate a winning business that outlasts his 





movie-star currency, Alok Rai, Chennai 


CinemaScope and Business Reality 


Do film stars make good businessmen? After all, quite a few show biz 


BT Scrapbook 














champs have been known to end up as business chumps. Even ABc. proved P React to arces nor 
to be a damp squib though it's now turning the corner. An actorpreneur like ARES ere 
non wd x i i m s >Share your experience as consumer or SME 
sRK may bring the same risk-loving, fighter-jock mentality to his business >See what others have to say on our stories 
ventures as he does to his reel roles. But can he snuck through the creative- On scrapbook at www.businesstoday.in 
business paradigm with the same dexterity? Pranjal, Delhi N 
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At YES BANK, we offer you cutting-edge banking solutions through our YES Prosperity sudes a 
»xclusive YES First Business programmes that cater to Emerging Indian companies. Our relationship-drive 
ervice-centric approach enables us to deliver customised and comprehensive financial solutions to suit th« 
specific requirements of your SME Business. This is further powered by a wide range of Current Accoun 
olutions, best-in-class Technology & Payment facilities and value-added Knowledge Advisory. Thereb 
esulting in world-class banking solutions to significantly improve your business and financial efficiency. 


We will be delighted to have an opportunity to partner your business. For further information, walk in tc 
any of our state-of-the-art branches or call any of our YES Touch Phone Banking numbers given below. 


Over 130 Branches Pan India | 200+ ATMs | 2 National Operating Centres 


Corporate & Registered Office: ^. entre. 9th | ! KB ' M T 
YES Touch Phone Banking numbers: Ahmedabad: 19743 90909 Bangalore/Chennai i Delhi/NCR: : 
Kolkata: (0909, Mumbai: +9 2 90909. Website: 
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Under the eagle eye of senior 
family members, a host of 
inheritors is pulling out all 
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and Navroze 
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Bt-ing the Retreat 


The government may have erred in stalling Bt-Brinjal. For GM crops offer a 
quickfire way for India to become the bread basket of the world. risui Josy 















n the late 1960s, when the government of the day, led 
by Indira Gandhi, sought to push ahead with Intensive 
Agricultural District Programme (App) that created the 
Green Revolution, the move was opposed by the 
Communists who said it would lead to a Red Revolution with 
countryside awash in the blood of farmers. 
That melodramatic vision was rooted in 
the iADP-advocated never-before use of 
fertilisers, pesticides, weed killers and 
water in farming and—this was 
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the big fear—disease-resistant 
varieties of seeds, often the result of cross-pollination and 
hybrid techniques in labs and research farms. 

Even discounting their penchant for histrionics. the 
Left parties ate crow like rarely before. tapP—better known 
as the programme that triggered the Green 
Revolution—turned out to be one of the biggest successes 
of modern India and even Gandhi-baiters grudge her respect 
for winning the country, today home to over a billion peo- 
ple. some semblance of a food security. 

Are India's green lobbies making the same mistake 
today in opposing biotech, or Bt in short, food crops? On 
February 10, with an obvious eye on their protests and a 
near-frenzy whipped up by the media, India came out 
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Global GM crops area 


In the last decade area under 
cultivation has trebled. 
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1996 2008 
mm Total hectares em Developed 
wm Developing 


Major GM crops area 


All the four have seen an 
exponential jump in acreage. 


1996 2008 
wm Soyabean == Maize =æ Cotton 


wm Canola Figures in million acres 
Source: ISAAA 
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(NEW WORDS IN BUSINESS) 


Zombie Bank 


with a strong "no" to the commercial release 
of Bt-Brinjal, the first-food variety genetically 
tweaked in the lab. Environment Minister 
Jairam Ramesh said he took such a “pre- 
cautionary approach” because of sharp di- 
visions among Indian scientists. The decision 
was awaited keenly because India, already 
the world’s top brinjal grower, would have 
been the first country to introduce the 
genetically-modified, or GM, food crop. 

So, was the decision, indeed, a well- 
considered one? Justifying its decision, the 
government, in essence, posited two argu- 
ments: one, there was no pressing need to 
introduce the Bt-Brinjal (developed by 
Mahyco, an Indian company quarter- 
owned by us multinational Monsanto) on 
Indian farms. Two, this was the first GM 
food seed aimed at direct consumption by 
humans (as different from, say, Bt-Cotton or 
oilseeds consumed by animals) and, hence, 
trials needed further validation. 

On both counts, the government's logic 
is slightly to majorly flawed. The Mahyco- 
developed Bt-Brinjal seed protects the veg- 
etable, used in cooking from West Bengal 
to Punjab, against the fruit and shoot borer 
(FSB). The pest damages as much as 95 per cent 
of brinjal crops, according to the International 
Service for the Acquisition of Agri-biotech 
Applications (ISAAA), a body that counts 
Monsanto and Bayer Crop Science among its 
donors, as also respected Indian agricultural 
scientist M.S. Swaminathan as a patron. 
Farmers, often struggling with harsh growing 
conditions such as drought or high soil salin- 
ity, make do with local varieties that are not 
rsp-resistant. Replacing their crop with GM 
varieties would potentially reduce their 
spending on pesticides while promising à 
better crop-resulting in better financial yields. 

Further, in denying permission to Bt- 
Brinjal, Ramesh is in effect admitting that 


What it means: A zombie bank is a financial 
institution that has an economic net worth less 
than zero, but continues to operate because its 
ability to repay its debts is shored up by implicit . €: 


or explicit government credit support. 
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the government's in-house regulatory 
process—run by Genetic Engineering 
Approval Committee (GEAC) that has par- 
ticipation from the ministries of environ- 
ment, agriculture and science & technol- 
ogy—was flawed. 

Ramesh is on record that the moratorium 
against Bt-Brinjal is for only six months. But 
it appears to a big setback for the initiatives to 
commercialise India's first GM food crop. The 
entire process could take a minimum of six 
years, which is the time needed to set up a bio- 
safety laboratory by the government, if work 
begins immediately. 

Intentions to set up such a testing lab- 
oratory in India (as also demands for GM 
food labelling) are legitimate. Any new 
technology—especially, when it has to do 
with food—has to be scrutinised carefully 
before it is allowed to enter consumer mar- 
kets. But, hanging in balance is the big 
competitive advantage the country could 
harness in agriculture with a first, big move 
in this area (already, the country has the 
fourth-largest area of biotech crops in the 
world, going by 2008 data). 

India's experience with GM cotton, for 
instance, could be the silver-bullet pointer 
that New Delhi needs to be convinced with. 
A decade ago, India was importing about 
2.5 million bales of cotton a year: now, 
it's exporting about 8 million bales annu- 
ally, adding some $840 million to the na- 
tional farm economy. Supporters say this 
surge in productivity has also boosted the 
textile industry, while conserving natural 
resources, saving pesticide costs for farm- 
ers as also reducing India's carbon foot- 
print. Take that argument forward: Global 
food production by 2050 will have to dou- 
ble to keep up with demand and GM crops 
could be the way forward for India to cap- 
ture that market. 
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Ht another casualty 
of the economic 
downturn. International 
patent filings under the 
World Intellectual 
Property Organization's 
Patent Cooperation 
Treaty fell by 4.5 per cent 
in 2009, and, not surpris- 
ingly, sharper than aver- 
age declines were experi- 
enced by industrialised 
countries like the US, the 
UK and Germany. India, 
too, was among those 
that slipped among the 
developing countries. 
However, a clutch of 
East Asian countries, led 
by China, Japan and South 
Korea, bucked the trend. 
Patent filings in China 
shot up by 30 per cent, 
with some 7,946 interna- 
tional applications strad- 
dling different categories 
like electrical machinery, 
digital communication, 
computer technology and 
pharmaceuticals. 
SHAMNI PANDE 


HOW THE 

COOKIE CRUMBLES 

% growth in patent filings in 2009 
29.7 





Source: WIPO 
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India—an 


Emerging Nuclear Hab 








Global nuclear equipment makers have chalked out 
ambitious plans to make India their manufacturing base. 


posers India as a global nuclear 
industry hub supplying critical com- 
ponents, and even technology, to the 
rest of the world. No longer a nuclear 
pariah, India is being courted by global 
energy giants such as France-based 
Areva sa, Toshiba-Westinghouse 
Electric Co., Gk Hitachi Nuclear Energy 
and Russia’s state-owned nuclear com- 
pany Rosatom State Nuclear Energy 
Corporation. They have all quietly 
firmed up plans in recent months to 
not just build nuclear plants in India 
but also develop the country as their 
manufacturing base for critical com- 
ponents. “Due to the inherent cost 
advantage, we expect to source 75- 
80 per cent of the total 


sourcing base for nuclear equipment 
and technology. Says Arthur De Monta- 
lembert, cmp, Areva India: "India has a 
large engineering talent pool and man- 
ufacturing base. It has already 
become a recognised sourcing base for 
a number of industries. We see no rea- 
son why the same will not happen for 
nuclear components." 

Still, more groundwork needs to be 
done to completely unshackle India's 
nuclear power sector. Lack of clarity 
in Indian policies for private-sector par- 
ticipation is the main issue which both- 
ers experts. India's Atomic Energy Act 
1962 prohibits private-sector players 
from setting up nuclear power stations. 

The Act also restricts the 


components from within — mem nuclear generation busi- 
the country," says Aris —  ENNENEENENI ness to government- 
Candris, ceo, Toshiba- The Discovery owned companies. Then, 
Westinghouse. of India the us Department of 

Nuclear power, which Energy has not issued the 
accounts for 14 percent lOShibaWestinghouseties UP mandatory licence to 
of the world's electricity, is with L&T for construction American companies for 
undergoing a revival as ane Ls pans doing any kind of civil- 
fossil-fuel generators are — " l ian nuclear trade with 
retired and governments — — Areya's JV with Bharat Forge India unless there is an 


seek to curb carbon out- 
put. Today, many coun- 
tries—trving to scale up 
their nuclear power ca- 
pacities—are finding it 
difficult to source critical 
components due to a de- 
mand-supply mismatch. 
Experts believe that as the 
demand for nuclear 
power increases, India 
will emerge as a major 





includes proposal to build a 
manufacturing facility for 
heavy forgings in India. 

GE Hitachi joins hands with L&T 
and BHEL to manufacture 
castings and other critical 
components in India. 

L&T and Rosatom want to 
supply equipment and 
systems to nuclear plants 
in India and elsewhere. 


"assurance" from New 
Delhi on nuclear non- 
proliferation. 

Despite the pitfalls, the 
Indo-us nuclear deal is 
already demonstrating 
the potential to change 
the global energy land- 
scape, opening new vis- 
tas for global as well as 
Indian power companies. 

MANU KAUSHIK 
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NUMBERS 
OF NOTE 


1.2% 


The government's latest 
economic growth forecast 
for 2009-10, as against 
6.7% achieved in the 
previous fiscal (2008-09). 





and brake defects in 
eight car models. 


23,914 


Number of frauds in the 
Indian banking sector in 
2008-09, amounting to a 
total of Rs 1,883 crore, ac- 
cording to the CBI. 
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Do You Have Deemed Income? 


The government "deems" it fit to see income even where there 
may be none. The menace has been growing over the years. 


Tax Act was enacted, that the govern- 

ment first deemed it fit to presume certain 
transactions as income, profit or gains in 
the hands of the assessee. Since then, such 
provisions have come at the rate of two or 
three a decade, but there was a gap of six 
vears, since 2003. 

Section 56(2)(vir) is the latest, coming 
into effect from October 1, 2009, taking the 
total to at least 22. Section 50C has also been 
amended similarly from October 1, 2009, to 
create a new thorn. Say vou have sold a flat for 
Rs 20 lakh, but the state authorities assess it 
as Rs 22 lakh as fair value. The income tax 
department will now "deem" that you 
received Rs 2 lakh extra (which you did not) 
and add this to your taxable income. 

You are no better off as a buyer, not 
only of flats but also of shares, jewellery, 


| t was way back in 1961, when the Income 


Some Deals Deemed 
as Taxable Income 


€ Loans/advances taken 
by shareholder with 
10 per cent stake. 


® Transfer of assets by 
firm, or even assets to 
son's wife. 


€ Money, jewellery, 
income of spouse, invest- 
ments not fully disclosed. 


® Aircraft operation 
for passengers/cargo, 
goods transport. 

€ Civil construction 
work by Indian and 
foreign firms. 


drawings. paintings, work of art and archeological items. If the purchase 
price is seen to be below the value taken for stamp duty in case of 
immovable property, even if it is not registered, the difference is added to your 
income. These provisions apply only to Individuals and Hindu Undivided 
families, and are thus discriminatory. 

Sometimes. extra money or any money may not have changed hands, but 
the government deems an income. Deeming provisions also entail valuation of 
properties, which opens the door to corruption. The registering authorities are 
neither qualified engineers nor valuers. They go by street rates or by thumb rule. 
Inspection of property is rare, so they can't check if the flat or building is in 
good shape or dilapidated. 

Will the government deem it fit to stop this practice: 

NARAYAN JAIN AND DEEPAK JAIN 
(Tax advocates and authors) 


NDIA’S SECUR S BUIL 
IN MORE THAN JUST DEFENCE. 


AM haao PME ONM yiia 


There's more to a defence partnership than just 
importing hardware. BAE Systems is committed 
to developing a long-term business in India to 
help build on the nation's defence and security 
capabilities. Achieving this in India will require 
skilled employees, design and development 
Capabilities, manufacturing facilities, and a 
domestic supply chain. This will play a crucial 
role in reducing defence imports and maximising 
the technical, economic and strategic benefits 
of a strong defence industry. All of which adds 
up to a real advantage for indian security. 
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FOCUS-BT POLL 





Should Government 
Ban Owning of 
More Than Two 
s» Cars Per Family? 


Q.5« Can't Say 


Results of BT Online poll: No. of respondents: 391 





A ban on the purchase of a 
third car is not going to 
solve the parking prob- 

lems. In extended families, 


| it's not possible to manage | 
commuting with two cars | 


only. The government 
should invest more in 
parking infrastructure and 
work around creative 
management models, so 
that we can maximise the 
use of our existing infra- 
structure. It is important 
to disincentivise people 
who misuse public places. 
Vinnie Mehta, 
Executive Director, MAIT 





| Itistrue that more cars on 
the roads lead to more corr 


gestion and pollution. 
However, banning more 
than two cars per family is 
not the right solution. We 
need to put in place sys- 
tems whereby penalties 
should be levied on car 
owners who flout the pollu- 


| tion prevention guidelines. 
| | Also, parking charge on a 


public land should be align- 
ed to its real estate price. 


Dinesh Mohan, 
Professor (Transport Re- 
| search and Injury Prevention 
Programme), IIT Delhi 





Next poll question: Should the government offer PSU 
shares at à discount to retail investors? 


Log on to www. businesstoday.in to cast your vote 


COMPILED BY MANU KAUSHIK 
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Why Veto Rights Z Control 


d the last decade, as the private equity (PE) and venture capi- 
tal (vc) activities have gained traction in India, the definition of 
what constitutes "control" of a company has emerged as a thorny 
issue. Market regulator stBi's stance that veto power to sharehold- 
ers constitutes "control" and should attract Takeover Code regu- 
lations has been viewed as a major irritant by the PE and vc funds, 
who routinely seek such rights. Now, in a landmark ruling. the 
Securities Appellate Tribunal (saft) has overruled seni. 


What SAT has ruled: rhe tribunal has shot down the stand of 


SERI that veto rights constituted "control" of the company under 
Regulation 12 of the Takeover Code. sat has ruled that it is con- 
ventional for financial investors to protect their investment and, 
indeed, the target company itself from the whims and fancies of the 
promoters who manage the target company. 


What was the trigger: The case goes back to 2007 when rr 
firm Subhkam Ventures, through preferential allotment, acquired 
more than 15 per cent in MsK Projects, triggering an open offer. SEBI 
wanted the open offer to be made under Regulation 12 (change in 
control) of the Takeover Code. Subhkam Ventures challenged this 
in sar arguing it was merely a financial investor and there would 
be "no change in control". 


SEBI's stand: sEBI argued that the shareholder agreement 
between Subhkam Ventures and MsK Projects gave the former 
rights to veto certain business decisions, appoint a nominee on 
the board of the company and quorum rights (Subhkam's 
nominee should be present at board meetings)—all this 
constituted “control” of the company. 


Its implications: Until sAT's recent order, there has been 
much ambiguity as to whether such veto rights constitute "con- 
trol" under the Takeover Code. The order thus brings much relief 
to financial investors who have been uneasy about seeking such 
rights in listed companies for fear of triggering the requirement to 
make an open offer and also the implications of being regarded as 
persons having "control" over the company. 


The grey areas: Experts argue that grey areas still remain. For 
instance, if investors are not in control and if promoters are unable 
to take a decision because investors are exercising their rights, 

then logically who is in control: 
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Our national animal is fighting for its life. From around 40,000 at the turn of the last century, there 
are just 1411 tigers left in India. If we don't act now, we could lose this part of our heritage forever 
Speak up, blog, share the concern, stay informed... Every little bit helps. Aircel has partnered with 


WWF-India to help save our tigers. Visit www.saveourtigers.com to know how you can help 
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OMeers SPENL Sleepless MIY 
The new E-Class with ATTENTION ASSIST. Engineered around you. 


Driving safety in the E-Class moves to a whole new plane. With ATTENTION ASSIST, a system that det 
drowsiness and raises an alert to help you stay focused. Other innovative features in¢ lude Intelligent 
Light System and Advanced Parking Guidance. For an eye-opening experience, take a test drive today. 


A Daimler Brand 





SINIT EFFICIENCY. 


nd 5 o- 
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E E E ESA E A eS i PM 
The new E-Class is available in a choice of four powerful engines - E 350, E 350 
BlueEFFICIENCY technology in the E-Class delivers maximum efficiency and rec 





Mercedes-Benz India Private Limited: E-3, MIDC Chakan - Phase III, Chakan Industrial Area, Kuruli & Nighoje, Tal: Khed, Pune - 410 501 
North & East: DELHI: T & T Motors Ltd: Okhla: 011-26821005/6, 0-9811512234, 0-9811285252, Connaught Place: 011-41017620/21, 0-991038659| 
0-9878941901. 0-9878941911, Jalandhar: 0-9779944444, 0-9872233441, KOLKATA: Interkrafts: 033-24483894/95, 0-9830330080/81, 
MUMBAI: Shaman: Kalina: 022-67166666, 0-9920919999, Autohangar (I) Pvt. Ltd: Prabhadevi: 022-66123800, 0-927 3547125, A 
0-9011955555, South: CHENNAI: Transcars India Pvt. Ltd: 044-2432414, 0-9841049994, COCHIN: Rajasree Motors Pvt. Ltd: 0484-2; 
080-22070720/21, 0-9900236292, 0-9900236293, 0-9880499899, HYDERABAD: Adishwar Auto Diagnostics Pvt. Ltd: Mahavir Motors: 040-66: 
0124-4005311-16, Authorised Service Centres: T & T Motors Ltd: Lucknow: 0-9415340000, Jaipur: 0-9799939900, Interkrafts: Bhubane 
Nagpur: 0-9223542902, Authorised Service Centres: Rajasree Motors Pvt. Ltd: Calicut: 0-9745144303, Trivandrum: 0471 6452444/6452555, Sut 


Accessories. colours and fitments shown may not be part of standard specification. Mercedes Benz cars: series W 212 meets Bharat Stage III / Stage IV emission norms 
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Attention Assist: 
Time for a break ? 220 


0 and E 250 CDI. 


consumption and CO; emissions, thereby reducing environmental impact 


2135-673000/395000. e-mail: sales-india@daimler.com, website: www.mercedes-benz.co.in 
+ 011-41022304-06, 0-9811285260, Gurgaon: 0124-4 


1263060-62, 0-9990170 


=<DABAD: Dohn Cars: 079-66185555, 0-9913144422, 0-9099975615. SURAT: Benchmark Cars: 0261-6695555, 
7106660, 0 471; 


, Punjab & Chandigarh: Joshi Autozone Pvt. Ltd: vendat 
í -99099605 )45 
)-9223547137, Hughes Road: Metro Autohangar: 022-66123500, 0-9223547119, PUNE: B. U. Bhandari: 
1144304, COIMBATORE: Sundaram Motors Pvt. Ltd: 0422-2 
906300 


Ld 2452020, o-s í 
063004, Authorised Service Station: (Delhi): Patel Auto Services Pvt. Ltd: Rajendra Place: 011-47626262, 0-981008 
6620002, i i 


LOR?! 


9840965234, 0-9840965235, BANGALORE: Sundaram Motors Pvt. Ltd 
002, Authorised Service Centres: Benchmark Cars: Indore: 0731-4032050, 0-9893029001. 
rs Pvt. Ltd: Madurai: 0-98409¢ 


1048, . Gurgaon: 
Autohangar (I) Pvt. Ltd: ‘senses. 
9840965234, Mangalore: 0-9663530636, Adishwar Auto Diagnostics Pvt. Ltd: Vijayawada: 0-988530 
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FOCUS-WELL SAID 






ell, I do not accept a second place for the United 
States of America... it's time to get serious about fixing 
the problems that are hampering our progress" 


US President, citing India and China as the countries that may overtake the US in future, 
in his first State of the Union address to the Congress. 


"The developing world has still 
to build most of its infrastructure. 


"The US erowth outlook remains and buy most of its consumer 
E des à y goods. This is the great 

very dismal. The headline number enen na N aT 

will look large, but when climate change” 

you dissect it, it's very poor” rection 


IPTO, ait 1 





Economist, widely credited with anticipating the 
financial crisis, to Bloomberg 





"We see little point in 
attending ceremonial 
functions as members 
of the (Central Empl- 





"In India, when people have oyment Guarantee) 
money, the first thing they buy is Council even as its 
gold, then a house and then a car. substantive work is 
In Europe, it is different. House at a standstill” 


comes first and car comes second | 

Architects of the National Rural 
Employment Guarantee Programme 
(NREGP), on why they boycotted the 
fourth anniversary celebrations of 
NREGP, to Agencies 


VID. Audi India, in Business Standard 





Peter F. Drucker 





Truly Global Indian Company Sobha Developers Limil 





ww.sobhadevelopers.com Real Estate and Construct! 
` SOBHA 








PASSION AT WORK 


Never before 
has a villa 
spoken so much 
‘about you. ~~ 


inlike any other community, Sobha Lifestyle 


a beautiful accord of arrogance and luxury, rae eee T 
jat's befitting today's royalty. It is the perfect E d Tag! "t. 2 
malgamation of form and function, of class bak Gn, a ae i e Ke 
1d sophistication. Every square inch built, keeping de" M 4 x) ner s ae Z^ 


i mind your fervour for quality, every square inch 
esigned to satisfy your penchant for aesthetics. 





minute drive to the Bengaluru Set against the backdrop 165 Presidential Villas spread across Villas with private swimming poc 
ternational Airport of Nandi Hills 55 acres; 7 different villa types 


SOBHA 
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E 3 Presidential Villas at Devanaha 








ns a a= de 
lorld-class infrastructure: Central Avenue Boulevard: Specially designed street lamps 
rgest rainwater harvesting unit - 18 theme parks from Germany 


pacity of over 15 Mn Litres 


is exclusive lifestyle starts at a price of Rs. 2.5" crore. 
ll us on 99015 87777 / 99455 18978 for a private viewing of the Presidential Villa | Email: lifestyie@sobha.co.in | SMS: sobha «space» lifestyle to 56767 
ww.sobha-lifestyle.com | Marketing office: Sobha Developers Ltd., 4368, 7th Cross, Wilson Garden, Bangalore - 560 027 e ' ka a 


eerty advertised is financed by Syndicate Bans 


1ditons apy. Deciumer: Some images shown in this advertisement are creative depictions’ suggestions of the tended architecture landscape’ amervies!’ intrastruct An ISO OG! 2008 (22 620! 2004 





FOCUS 
CLIMATE 
CHANGE 
Failure to establish clear US FINANCIAL 
goals at Copenhagen compli- REGULATION 
IRAN cates investment decision: Financial regulatory 
_Itfaces a making-from renewable reform would be the litmus JAPAN 
considerably tougher energy to commodity test for US President Political instability in 
bees clone price forecasting. Barack Obama, Japan will make it that 
Wem eco one much tougher to combat a 
war kal grave economic situation- 
global stability particularly given Japan's 
~ TOPTENRISKSOF — "m 
US-CHINA constraints. 
RELATIONS 
There could be a stand-off 
between US and China over EUROPEAN 
regul FISCAL 
toss "sore The year 2009 was marked by unprecedented economic DIVERGENCE 
tional trade. turbulence. While the worst of the recession seems behind us Policymakers are struggling 
now, 2010 brings with it fresh challenges for the world economy. to adapt domestic politics to 
In a recent report, research and consulting firm Eurasia Group the more pressing public 
has identified key geopolitical risks for global financing challenges. 
TURKEY investors, business leaders and 
Turkey's international market participants. BRAZIL 
orientation is moving away Brazil's challenges - 
from Europe and closer to loom greatest in the oil 
Iran and Syria. It will worry EASTERN INDIA- sector in 2010. The govern- 
the US and its allies. EUROPE PAKISTAN ment does not want the 
High levels of unemploy- India-Pakistan global community to profit 
ment are worrying. roit Men from the country's vast 
Governments could also deteriorated which new oil frontier. 
come into conflict with will concern potential 
monetary authorities investors in the 
and lenders, subcontintent. 


"Half of Our New Jobs Are in India” 


DONNA MORRIS, 42, heads Adobe Systems’ global 
human resources and manages 8,000 employees. 
A frequent visitor to India in the last seven years, 
the Adobe Senior vp spoke to BTS SAUMYA 
BHATTACHARYA on the lessons of 2009 and 

the challenges ahead. Edited excerpts: 


Has the recession changed the way 
Adobe manages its talent? 

We conducted a global survey of our employ- 
ees to ensure that we had an adequate under- 
standing of what they valued in terms of the 
environment at Adobe and in terms of their re- 
wards.The top concern of the employees was 
whether they would continue to receive ade- 
quate communication on changes in the com- 
pany and what it would mean to their future. 
The other concern was their personal growth. 
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How was India impacted? 
India continued to grow despite the fact that 
as an organisation we did have a difficult year. 
Specifically, we made very difficult decisions to 
reduce headcount in other parts of the world 
and moved a number of those positions here. 
Overall. we hired 200 people in India between 
December 2008 and November 2009, the 
financial year for Adobe. 


What are the hiring plans for new 
financial year? 

We are happy to be moving out of 
2009. We see globally an opportunity 
for growth. We have 600 jobs opening 
globally. Out of these, 300 are in India. 
That in itself is quite a statement in 
terms of India's importance. 
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VIT becomes the first 
Indian university 


to get the coveted 
ABET, USA accreditation 


VIT is an International University in the true 
sense of the word. 


ABET, USA the prestigious education body 
has certified VIT’s B.Tech. Mech. & B.Tech 
Civil (which are accredited in the first phase 


with the highest poss ible grade of NGR for a 
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and their parents! ei 


period of six years) to have met its stringent 
standards; an honour that does not come 
easily. It is a significant milestone that sets 
standards for others in the country 


What a proud moment for us, our students 
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FOCUS-ADVERTISING 


Most Watched Ads in January 2010 
-€— TEN... S - N 


bhishek "Sirji" Bachchan has 

now become a tree to promote 
Idea Cellular's new "Green Planet" 
campaign and the ad has already 
topped the Business Today-TAM 
Peoplemeter System's monthly 
ranking of India's most watched 





Seconds on air: 7,32,875 . Seconds on air: 2,90,520 ads. Indeed, after its immensely 
Ariel Oxvblu n TV — popular Walk when you talk 
988 913 campaign, Idea has latched on to 


what has become a big trend 
globally: Green advertising with 
companies claiming to be 
environment-friendly. Aircel has 
already launched its "Save the 
Tiger" campaign. And it may not 
be long before others hop on to 








Seconds on air: 1,19,880 the bandwagon. 
Colgate Dental Cream GRPs Sunsilk Co-Creations or 2: AND THE OTHER FIFTEEN 
11 Vodafone Cellular 714 
12 Tata Sky 713 
13 Brooke Bond Red Label 702 


14 Fiama Di Wills Shampoos 697 
15 Pepsodent Germicheck Plus 694 













Seconds on air-3,17,275 
! l6 Tata Sumo Grande MK Il 652 

Fair & Lovely Multrvitamin GRPs Surf Excel Washing Mat Range GRPs 
768 17 Bajaj Allianz Max Gain 621 
18 Rin (New Flavour) 610 
j 19 Airtel Cellular 598 
g 20 Olay Natural White Cream 577 
21 Pond's White Beauty 510 
22 Huggies Care 544 
Seconds on air: 2,13, 210 Seconds on air: 1,52,365 23 Clinic Plus Strong & Long 534 
24 Garnier Fructis Shampoo Plus Oil 528 

Boost GRPs Close Up All New Toothpaste GRPs ' 

740 36 25 Wheel Active Bar 510 


MOST WATCHED ADS IN DECEMBER ‘09 


| Dettol Skincare Soap 764 2 Rin 761 : Maggi Pazzta 722 
4 LG Group (Electronics) 704 5 Kotak Child Plans 680 

& Airtel Cellular 679  " Dish TV 661 9 Dish TV 633 

3 Sahara City Homes (Sahara) 625 

1 Fair & Lovely Winter Fairness 597 


Source: TAM Peoplemeter System 
All india CS 4«Yrs GRP normalised to 30 secs 
To see ad duration, visit www.businesstoday.in 





Seconds on air: 1,75,780 
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UR ER LA 
EAST FOR GROWTH, 
THE EAST LOOKS TO 
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ambition that drives New Asia. With operations across 16 markets and one of the hiahest credit ratings i! 


^ 


the region, DBS now brings to India the expertise that makes it Asia's Banking Specialist 
Corporate Banking | Treasury & Markets | SME Banking | Financial Institutions | Personal Banking 


Branches: Benaaluru. Chen: al, Kolkata, Moradabad. Mumba Nashik, New Delhi. P une. Salem and S 


For more information visit www.dbs.com/in or SMS ‘DBS’ to 56677 


DBS. Living, Breathina Asia 


you sent US explorers. 


now choose a legenc 

















Bong. Law partner Somasekhar 
SS Sundaresan trades his plush office 
for some of the most rugged places 

on earth. Sometimes it's the frigid 
regions of Antarctica, Tanzania, Turkey 
or the Himalayas. Sometimes it's the 
h rough terrain of reaching education 

À to underprivileged children. 
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HS 


Social entrepreneur Hina Shah 
is a noted Odissi dancer and 

a painter. Her novel institute has 
helped over half a million women 
to their feet and turned them into 
successful entrepreneurs. 
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CODE: 


MSC 


à" — Mahendra Singh Chauhan | 

EX 1^ is a distinguished neurosurgeon 
~ ».in hometown Ujjain. This 

p 5 national level photogapher and 

W miniature artist is currently 

fa -authoring a photo essay on 

N ar his city's past. 
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This contest is being jointly organized by Living Media India Limited and Titan Industries Ltd. To enter the contest log 
www. titanworld.com and register your vote. Or, to vote through SMS, type TITAN <CODE> to 53636. Last date for submission of en 


You nominated a thousand life explorers; people who believe 


P» 
they weren't born to live just one life. We picked six unique (o TITAN TODAY 
souls whose passions have defined their many sides. Scan B- mome 
their adventures. Read them at length at titanworld.com. 

Because it's your turn to choose the ultimate Be More Legend. | eco [) [) S 


SMS TITAN <CODEsTO 53636. THE SEARCH FOR EXPLORERS 















Joseph Sebastian is a businessman 
and active member of the Merchant's 
Association. He spends his free time 
teaching special children and helping 
young dropouts go back to school. 





Aparna Shekar Roy is a 
young marketing professional 
whose life savings often vanish 
into epic cross-continental 
treks. Her luggage includes 
barely ten kilos of worldly 
possessions and Brazilian 
martial art lessons. 





While Devan Varma is 

a senior manager with 

a retail giant, his first | 

_ he forest. | nis nature 
uses simple, innovati 
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| ideas to protect the forest ' 
af cover and help the tribes ` 
i that inhabit it. | 
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15, 2010. The decision of Living Media India Ltd., and Titan Industries will be final and binding. No correspondence will be ent 
zi 


ertained on 
Isions. In case of any legal dispute, the case will be admissible in the competent courts in the jurisdiction of New Delhi. 


Conditions apply. 


FOCUS-GRAPHITI 


DIFFERENT 
OUTSIDE, 





SAME 
INSIDE 


Car makers have always 
relied on mint-fresh models 
to drive sales and wrest 
market share. Ironically, 
though, even as auto giants 
continue to churn out new 
products, they are also 
adopting common produc- 
tion platforms. This allows 
several, sometimes very 
different, vehicles to be 
developed with similar 
components. Once a plat- 
form has been developed, 
individual car development 
costs can be slashed drasti- 
cally. Indeed, globally, the 
number of platforms is 
shrinking while the number 
of vehicles developed from a 
single platform has shot up. 
KUSHAN MITRA 








Vhat Constitutes a 
'ommon Platform? 


FLOORPAN 

The large heavy steel sheet 
(often multiple pieces) that 
forms the foundation for 
the vehicle. 


ENGINES 

Most platforms share 
similar engine and gearbox 
components across models. 


$3-4 bn 


The average cost of developing 
a new platform for cars. 





v Z^ Chevrolet Cruze 


EC Chevrolet Volt 





STEERING 
The type of steering 
mechanism and 
power steering. 


WHEELBASE 
The distance between 
the front and rear tyres. 


o £t 2 y= F f €^ i ge = j 
j \ 3 Ü D" 1 [27208 4 <a, i = A 2 f 2 / WW € gre Rl get 
D [ n 1 i jd * 7 E 
" ü gage d il bi "IBN . EN! ' 
h a | LI "37" HE i ' H " 
aF Ww T ae i ‘E . £ 


The cost of developing a variant from an | Cost for each model on a common platform 
existing platform. | comes down due to economies of scale. 
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EXAMPLES: 
Volkswagen PQ35 Platform 


Nobody takes the platform philosophy as 
seriously as the Volkswagen Group. So, cars 
made by Audi, Skoda, Seat and Volkswagen 


have more than a corporate owner in common. 


In India, the following cars have been built on 
the common P035 platform: 


= Audi TT 

€ Skoda Laura 

* Volkswagen Jetta 
8 Skoda Yeti 


Volkswagen Jetta Skoda Laura 


GM Theta Platform 


When General Motors and Suzuki Motor 
Corporation had a tie-up, they shared some 
similar platforms, particularly on compact 
sports utility vehicles (SUVs). Thus, the 
Suzuki Grand Vitara and Chevrolet Captiva 
have a lot in common (though the Grand 
Vitara is not a "true" platform car as it has 
a different engine and engine layout). 


Suzuki Grand Vitara Chevrolet Captiva 


Toyota Aygo/Citroen C1/ 
Peugeot 107 


These cars are essentially the same, sharing 
the same body but with slightly changed 
interiors and an altered rear-end. They're 
even made in the same factory in the Czech 
Republic, and when Toyota was recently 
forced to recall cars due to a fault in the 
accelerator, Puegeot and Citroen had to 

do so as well. 





Toyota Aygo Peugeot 107 


i”. 


Cars are easier to develop 
using a common platform. 




















India Inc. Delivers, But 


Speedbreakers Ahead 


| ndia Inc. seems to be on a roll with a stellar performance in 
the third quarter of the 2009-10 financial year. And, by all 
accounts, the recent earnings season indicates that economic 
recovery is well on track. On a host of parameters, Indian 
companies have delivered the goods. Crucially, almost two- 
thirds reported improved profits helped by an increase in sales, 
a contrast from earlier quarters when cost cuts and cheaper 
inputs were the main drivers. Automobiles, auto ancillaries 
metals and FMCG companies were the outperformers. The 
recovery comes amid sharp tax cuts and stimulus measures, 
put in place a year ago, to boost confidence in Asia's third- 
largest economy in the aftermath of the economic turmoil 
However, Indian firms are now staring at a new set ol 
worries: Inflation that could crimp margins and tax hikes, 
which may dent demand. Raw material prices are on the 
rise after staying benign in 2009, interest rates are hardening 
and record-high food prices could spill over to the broader 
economy and force firms to hike wages, eroding profit mar- 
gins. And the other signs of the economy's robustness like 
rising exports and a jump in the pace of manufacturing 
growth further weaken the case for continuing the 
stimulus. These could pose fresh challenges for companies 
in the coming quarters. © 


Sales 124 PAT 49.9 





Sales have finally 
recovered on the back 
of demand recovery... 






March June Sept Dec 


Operating Profit 277 


.. while cost cuts and 
cheaper inputs have 
shored up margins... 


March June Sept Dec 






. and have given a 
fillip to bottom line 
growth as well 


17.4 


14.7 


March June Sept 


30.4 Interest Cost 
„ even as interest 
payments declined 
due to a benign 
monetary policy 
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Figures are % growth YoY — Analysis based on aggregate of 2.881 companies 
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FOCUS 


BT-CARMA 


CEO WATCH 


India's and the world's most talked-about CEOs in January. 


The Chairman of SBI, O.P. Bhatt, hogged the attention of 
media in January 2010, making him the most written-about 
honcho of the month. Bhatt's assertion, after the RBI's 
decision to hike cash reserve ratio that interest rates will 
remain stable till June, got wide media coverage. And after 
dominating the headlines in November and December, the 
Ambanis faded from the limelight somewhat as the media 
reduced its coverage of the standoff between the brothers. 


CEO/Company Total Number of Stories 


O.P. Bhatt/SBI 21 
Ratan Tata/Tata Group 20 
O.P; Bhatt Manoj Kohli/Bharti Enterprises 18 


Chanda Kochhar/ICICI Bank 16 
Anand Mahindra/M&M 15 








Chanda Kochhar Sunil Mittal/Bharti Group 15 
RN Mukesh Ambani/RIL 12 
22.1 N. Chandrasekaran/TCS 12 
i - R. Seshasayee/Ashok Leyland 12 
R SENE R.S. Sharma/ONGC " 
CEO/Company Total Number of Stories 






W. Buffett/Berkshire ^ 185 
J. Dimon/J.P. Morgan 78 
|. Rosenfeld/Kraft Foods TT 
L.C. Blankfein/Goldman Sachs 66 


R. Murdoch/News Corp 45 
Brian Moynihan/BOA 43 


- 


Warren Buffett 


Irene Rosenfeld 


y Eric Schmidt/Google 38 

S. Ballmer/Microsoft 37 

v. V. Pandit/Citigroup 37 

Steve Ballmer T. Stitzer/Cadbury 27 


Source: Carma International 


Nw a global leader in enterprise 
solutions, is scaling up operations at its 
development centre in Bangalore to develop 
core technologies, products and solutions. 
On a recent visit to India, RONALD W. 
HOVSEPIAN, President €x cEo of Novell, 
spoke to BT'S K.R. BALASUBRAMANYAM 
about the company's strategy to consolidate 
its position in its core business segment. 


Oh. ves. A lot of customers want more 
choice in the market now and that is 
working in our favour. I see Sun 
customers' migration, a very big 
migration, to suse Linux platform. 


We want to buy companies that advance 
our strategic position. We are focussed on 
two markets—identity and security 
market and systems management 
market. We are sitting on just under a 
billion dollars of cash. And this is where 
we look to deploy our cash. 


India is a very important market to us. 
Our headcount here has increased by 
70 per cent in three years. We have got 
45 per cent of our development resource 
housed here in Bangalore. India has 
been a great labour arbitrage. As long 
as inflation does not run too high and 
drive up costs, you have got an edge 
over competition. So, tackling inflation 
is very important, 


"India Must 
Rein In 
(Wage) e 
Inflation" 
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Business Wherever. 








At Kyocera Mita, we believe in "Customer First"- creating true customer 
satisfaction by providing the greatest value for all business needs. 

With Kyocera Mita this approach takes the forms of our printer brand “ECOSYS*” 
and the multifunctional system brand "TASKalfa". 

Our printers and MFPs, meeting the demands of cost-savings, ultra-reliability and 
superior performance, won 2009 BERTL's Best Awards in a total of 10 categories. 
In addition, the TASKalfa 500ci series won five stars-the highest rating-proving 
the high reliability of Kyocera's technology. We continue our unending pursuit of 
value and reliability, and so remain the best partner for our customers. TASKalfa S 





t TASKalfa 






Ex ass 


* Kyocera's acclaimed concept of environmentally friendly products. 
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International recognition 





E BL ip 


RECOMMENDED 





2009 highly prestigious Better Buys for Business BLI - Highly Recommended 
BERTL's Best 2009 5 star "EXCEPTIONAL" Editor's Choice 2006, 2007, 2008 and 
award by end-users survey. 2007, 2008 and 2009 Recommended 2009 


KYOCERA MITA Corporation www. kyoceramita.com 





KYOCERA 


i i Wen First Floor, ORCHID CENTRE Sector-53, Golf Course Road, Gurgaon, India 
For additional information, please contact: KYOCERA MITA India Private Limited Tel0124-4671000 Faxc0124-4671001 — 


KYOCERA MITA Corporation, part of the KYOCERA Group. ©2009 KYOCERA logo ore trodemarks of KYOCERA 
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innovative steel products from JSPL 
Backbone of modern India. 





JSPL is known the world over for its pioneering and highly customized premium grade 
steel products. These products are a result of JSPL's strong commitment 
to innovation and are designed to offer greater flexibility, reduced project costs 
and lower consumption of steel. 


Rolling out of its world-class production facilities, many of these quality products ar 
a first for the nation. They are the world's longest 121 metre long Track Rails, India's 
widest Steel Plates in coil form and Hot Rolled Parallel Flange Beams, Columns and 
Channels, in a wide range of sizes. Another example of JSPL's constant quest fo! 
innovation is the introduction of-its customized fabricated beams. 





121 Metre Long Track Rails 3.5 Metre Wide Steel Plates 





Steel Plates in Coil Form Parallel Flange Beams 


Jor. 


JINDAL STEEL & PO' STEEL & POWER LIMITED bere 


TAKING INDIA INDIA AHEAD - 





Email us at marketing Q jindalsteel.com 


ECONOMY-PRE BUDGET 


e all know what we would be 
doing in the forenoon on 
February 26. Like in the past, 
on Budget day, we turn on 
the television to watch the dull, dreary 
but still-considered-important Budget 
speech of the Finance Minister. Last 
year's speech had 11,700 words spread 
over 1 39 paragraphs. Once the speech 
is over there will be the usual mad 
scramble to figure out the implications 
of it. Since the speeches are—well, it 


INSTITUTIONAL REFORMS ON 
SUBSIDIES, TAXES, EXPENDI- 
TURE AND DISINVESTMENT. 








PROMISES 
TO WATCH 


OUT FOR 
Ó—À: 


RETURN TO FISCAL RESPONSI- 
BILITY & BUDGET MANAGE- 
MENT TARGETS AS SOON AS 
THE NEGATIVE EFFECTS OF THE 
GLOBAL CRISIS ON INDIA HAVE 
BEEN OVERCOME. 











EXPANSION OF THE TAX BASE 
BY MAKING THE TAX SYSTEM 
LESS COERCIVE OVER FOUR 

YEARS. 
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can't be put politely—obscure, under- 
standing the true implication of the 
judget to your business or the econ- 
omy at large could take hours. davs or 
even weeks. How vou wish if some- 
body had pointed out four or five key 
things to watch out for—exactly what 
we have tried to do here. 

Actually shorn of the high-deci- 
bel claims and commitments—and 
often poetry —in the speech. the Budget 
is just an income and expenditure 


INTRODUCTION OF THE GOODS 
AND SERVICES TAX (GST) WITH 
EFFECT FROM APRIL 1, 2010. 


DIVESTMENT PROCEEDS FROM 
TRANSFERRING THE WEALTH 
OF THE NATION HELD IN 
PUBLIC SECTOR UNDER- 
TAKINGS INTO THE HANDS OF 
THE PEOPLE. 








account. If all the measures announced 
are understood and interpreted with 
this perspective, making sense of the 
proposals becomes easier. For Budget 
2010-11, other than the two indis- 
putable goals of steering the economy 
back to the trajectory of 9 per cent- 
plus growth and redistributing the 
gains amongst the poor, there will 
have to be another new deliverable: 
Fiscal correction. The strategy of sup- 
porting growth through high deficit 


has reached its limits. The fiscal deficit 
hit a 16-year high of 6.8 per cent this 
financial year. The UPA may not get 
a better chance than this year to set the 
fiscal house in order. There aren't too 
many state elections this year and 
Finance Minister Pranab Mukherjee 
has four full years to set out short and 
medium terms targets. 

Of course, no annual budget can be 
evaluated in isolation, so too this year. 
In fact, delivery on just five of the fol- 


YASBANT 


lowing promises of Mukherjee's last 
Budget (interim Budget 2009-10), 
can address most of the economic 
issues of the dav. As will be clear, if 
broken down to the specifics, 
Mukherjee's task, though not easy, 
isn't unattainable either. He has iden- 
tified the problems rightly and promised 
to come up with the right solutions 
too. A little resolve is all it will take to 
come good on these promises. 

PUJA MEHRA 








Mid-day Meal 
UPA's idea of outcome: Regular provision of mid-day 
meals to 12 crore children (2006-07), which in fact 

IS the output. 


Ideal Outcome: Measured in improvement in the levels 
of nutrition, enrollment, attendance, retention and learning. 


APDRP 





UPA's idea of outcome: Project completion, investments 
for reducing aggregate technical and commercial losses, 


incentivising cash loss reduction by state power utilities. 


Ideal Outcome: Measured in deadlines, percentage reduc- 
tion targeted in T&D losses, outages and interruptions, etc. 


"APORP: Accelerated Power Development and Reform Programme 


Are more schools = more education? 
Are more roads = faster transportation? 


Is having a river plan = cleaner rivers? 
Is more spending = better governance? 


As government remains confused between outlays and outputs, the 
5-year old promise of matching outlays with outcome remains unfulfilled. 


must caution that outlays do not 

necessarily mean outcomes. People 

are concerned with the outcomes.” 

When the then Finance Minister 
P. Chidambaram spoke these words 
in Parliament on February 28. 2005, 
he almost heralded a revolution in 
public spending. For decades, govern- 
ment expenditure has been synony- 
mous with waste. Studies have shown 
that only a tiny proportion of spending 
on various government programmes 
reaches the intended beneficiaries or ful- 
lils the intended purpose. For instance, 
a recent Planning Commission paper 
showed the amount spent on poverty 
alleviation in just one year (1999- 
2000) would have raised every BPL 
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family in the country (4 crore people) 
above the poverty line. By offering to 
come out with an Outcome Budget 
every year, the United Progressive 
Alliance (uPA) had paved the way for 
the "first step towards converting the 
financial outlays into physical out- 
comes”, In other words, Chidambaram 
had held out hope that tax payers can 
look forward to a better monitoring 
of their money. 

Alas, it turned out to be another 
case of good intentions unable to over- 
come the grim realities. Five years after 
the practice of Outcome Budgets began, 
it turns out that outcomes, as defined by 
the UPA, aren't really outcomes and 
are inadequate for judging the efficacy 


of outlays. The document itself is so 
obscurely produced that few know of it, 
and fewer can understand it. Sample 
this: UPA's idea of the outcome from 
the Mid-day Meal scheme is the regu- 
lar provision of meals to 12 crore chil- 
dren (in 2006-07). The number of 
children fed is not the outcome, it is 
output. The outcome ought to be im- 
provement in the levels of enrollment, 
lower school drop-out rate and better 
nutrition. "For an Outcome Budget it is 
first essential to have outcomes coming 
out of expenditure, which needs tar- 
gets—both quantifiable and qualitative. 
There has to be reform of the govern- 
ment itself," says former MP and emi- 
nent chartered accountant Suresh 






Unlike on the outside, it's the dirt in your engine that can hinder peak performance and cause 
lasting damage. Shell Helix Ultra motor oil's active cleansing technology is specially formulated 
to clean as it protects. Every pack contains special cleansing agents which stop dirt build up 
where you can't see it, but where it really matters. www.shell.com/helix 
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Ministry of Road Transport and Highways 
UPA's idea of outcome: Kms built per project, timelines for awarding 


and completing ongoing projects, institutes sanctioned for drivers 
Safety training, expenditure on campaigns. 


Ideal Outcome: Quantified in terms of gains made in time and 
comfort of travel. 


Prabhu. who led an Institute of 


Chartered Accountants (ICAI) com- 
mittee on Outcome Budgets. 

Similarly in the case of the 
Rs 99,6717 crore-Sarva Shiksha 
Abhiyan (ssA)—which feeds on the 
education cess that the government 
collects on every tax—the outcome 
should be measured in terms of gains in 
school-going children's reading and 
writing abilities and proficiency in arith- 
metic. Whereas all that Outcome 
Budgets offers are inane statistics on 
schools built and teachers hired, which 
do not tell us the real impact of the ssa. 
In the case of spending on roads, out- 
comes should have been measured in 
terms of reduction in travel time and 
greater comfort of journey—and not by 
the kilometres of road built. 

There seems to be confusion— 
genuine or pretended—between the 
exact definition of the words outlay. 
output and outcome. The desired out- 
comes won't come from earmarking 
outlays alone. Outcomes are equal to 
outlays plus management, planning, 
targeting, etc. The committee on 
Outcome Budgets that included econ- 
omist Bibek Debroy, Director General 
of National Council of Applied 
Economic Research (NCAER) Suman 
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National River Conservation Plan 


UPA's idea of outcome: Excluded the Plan's most signif- 
icant component, Ganga Action Plan (2007-08). 


Ideal Outcome: Interception and diversion of sewage, 
schemes of low- cost sanitation, schemes of efficient 
treatment by industrial units and water-quality standards. 


Source: ICAI committee report on Outcome Budget, 87 Research 


Bery, and Director of viPFP M. Govind 
Rao and others concluded in 2008: 
"The ministries and departments have 
not defined outcomes in a measurable 
and monitorable manner." 

The problems stem from the fact 
that outcome measurement is car- 
ried out by bureaucrats who are also 
responsible for outlays. Given that 
Outcome Budget is essentially a tool 
[or measuring the efficacy of the 
bureaucracy, there is a clear con- 
flict of interest. 

Yet all is not lost and the intention 


ness, reliability of systems, data collec- 
tion and verification, risk manage- 
ment, financial discipline and the qual- 
ity of service and deliverables—a job for 
the ministry of inance—should have 
been done before mandating Outcome 
Budgets. A genuine-yet-tricky prob- 
lem is what standards can really be 
used to estimate the outcomes of the 
money spent on diplomacy. 

The 2010-11 Budget is the time 
when the need to match outlays with 
outcomes is the highest. As deficit fi- 
nancing of stimulus is almost certain 


THERE SEEMS TO BE CONFUSION-GENUINE OR PRE- 
TENDED-BETWEEN THE EXACT DEFINITION OF THE 
WORDS OUTLAY, OUTPUT AND OUTCOME. 


of trying to match outlays with out- 
come can still be turned into reality. 
The committee report offers some help. 
It notes: "Transition to outcome focus 
represents a change in thinking, acting, 
managing..." Moving away from defin- 
ing goals in terms of rupees spent on 
children educated and infrastructure 
built will take designing hard-to-com- 
pute quality indicators and taking into 
account non-financial factors like pub- 
lic services users' satisfaction. 
Outlining benchmarks for timeli- 


to be curbed, raising the efficiency of 
spending is one good way to ensure 
that every buck that government 
spends yields more bang. This will 
give the leeway to cut the fiscal deficit 
(at a 16-year high of 6.8 per cent of 
GDP) without affecting the stimulus. If 
it does act now, the uPA will have 
four years to see the alignment of 
outcomes with outlays, and achieve 
what it set out to when it first came to 
power in 2004. © 

PUJA MEHRA 
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ECONOMY-PROFILE 


One of India's most intelligent economists has the chance 
to redefine the role and relevance of the office of the Chief 
Economic Advisor, and influence the political economy. 


éé Let us assume, as is quite reason- 
able, that (i) every city dweller prefers 
his city to be clean rather than dirty, 
and (ii) one person throwing litter on 
the streets does not make a clean city 
dirty. It is easy to see that each indi- 
vidual, acting atomistically, would 
prefer to throw litter on the street 
rather than go through the trouble of 
looking for a garbage bin to dispose of 
it. It being rational for each individual 
to litter the streets, all citizens-if they 
were rational-would do so. The city 
would be a dirty one and—given (i) — 
everybody would be worse off. 

I find this story convincing and 
therefore believe, though it sounds 
facetious, that the dirtiness of a city is 
a reflection of the rationality of its in- 
habitants. This also shows how much 
we can gain from a little bit of irra- 
tionality. Actually there are two ways 
of solving this problem. One is to im- 
pose fines for dirtying the streets; the 
other is to inculcate in human be- 
ings suitable values. The first solu- 
tion works by changing what is ra- 
tional to the individual. The second 
works by making people accept a lit- 
tle bit of irrationality. It is true that the 
second would take much longer to 
implement, but it is ethically more 
attractive and ought to be the ulti- 


mate objective. IF 


An excerpt from Kaushik Basu's 
1983 paper in the Economic and 
Political Weekly titled "Why we do 
not try to walk off without paying 
after a taxi ride." 


In the 27 years since he wrote this 
paper, Basu's pursuit to go to the depth 


of a problem. elucidate it and offer a well 
thought-out solution hasn't dimin- 
ished one bit. In fact, it has only sharp- 
ened given the journey he has trav- 
elled from teaching at the Delhi School 
of Economics to Cornell University via 
a host of top European and American 
universities. So when Basu moved into 
Room No. 39A at North Block on 
December 8 as the finance ministry's 
14th Chief Economic Advisor, there 
was a mix of delight and doubt among 
people who knew him. 

Doubt, because, unlike most of his 
predecessors, Basu had no experience 
of working with the government. 
Delight, because perhaps it is his polite 
and persuasive assertion that the eco- 
nomic administration of the country 
needs most right now. For a most re- 
cent sample of his polite assertiveness 
look no further than the dissent note he 
wrote as member of the Yashpal com- 
mittee on Advice on Renovation and 
Rejuvenation of Higher Education in 
India in June 2009. 

A self-professed "academic with 
common sense" who would not for- 
sake reality for the world of economic 
theory, Basu feels that the nature of 
advice in the government has to 
change from just ‘what is the right 
thing to do’ to ‘how to do what is 
right to do’. “Advice on how to im- 
plement is sort of ‘meta advice’. So, the 
point is not what is the right fiscal 
policy. But how to implement the 
right fiscal policy, given that there 
are vested interests in the govern- 
ment, industry and labour,” says Basu. 
By making this much-needed shift to 
good-and-implementable advice, Basu 
can attempt to end a long held 


Kaushik Basu 
AGE: 58 


WHAT HE IS: Chief Economic 
Advisor to the Finance Minister 


WILL RETURN TO: Be Chairman, 
Department of Economics, 
Cornell University, after 

two years 


HAS TAUGHT AT: London 
School of Economics, Delhi 
School of Economics, 
Princeton University, 
Harvard University, MIT 


WAS HONOURED WITH: Padma 


26 books and 153 papers 
ranging from A Marketing 
Scheme for Making Money 
off Innocent People 
(forthcoming) to /s Product 
Boycott a Good Idea for 
Controlling Child Labor 
(2008) and On the Goals of 
Development (2001). 

And essays ranging from The 
Connaught Place Dilemma 
(1982) to Globalisation and 
Babool Gum (2004). 


ALSO LIKES: Art, and to pen 
plays, write columns in leading 
newspapers and magazines. 
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BASUSPEAK 


"[ have always be- 
lieved I am an aca- 
demic with common 
sense—I won't for- 
sake reality for the 
world of theory” 


“India’s corporate 
culture is changing— 
interest in profit is there, 
but at least at 

the top there is a larger 
sense of purpose” 


“Each individual 

(in the government) 
is of a high quality, 
yet government is 
still slow; the situa- 
tion is akin to a good 
driver stuck in a bad 
traffic jam” 


“The kind of money 
spent on NREGA is 
exactly what has to be 
done though with 
better design things 
that haven't happened 
can happen" 
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dichotomy about India: The country 
has had a surfeit of good economists 
and bad economic policies. 

Ashok Desai, a former consultant 
to the Finance Ministry, describes 
Basu as "an ideal Congress econo- 
mist". That's quite apt, for Basu is 
neither an admirer of the doctrinaire 
Left or the hawkish Right. "Two things 
that made me decide to take up the job 
of ŒA is India's new growth dynamism 
and the fact that in the last four years 
or so we have become serious about 
distribution," says Basu. A right wing 
economist may think this is akin to 
wanting to have your cake and eating 
it too, but Basu truly believes that the 
country is now poised to achieve a 
growth that is high (9 per cent plus) 
and fair. "One reason for joining the 
government now is that India is at a 
juncture where it can become a 
dynamite, and if it does, people may 
get the causality wrong and think 
that it became so because I joined (the 
government), " he quips. 

He was one of the very few to have 
predicted in the mid 1990s that the 
Indian economy would turn around. 
The game changers for him were bank 
nationalisations by Indira Gandhi and 
liberalisation by Manmohan Singh 
in the early '90s. But three develop- 
ments since then make him confi- 
dent that India's change is real: A 
magical transformation in the coun- 
try's savings and investment rate 
from 24 per cent till 1997-98 to 38 
per cent of Gop now. Basu expect this 
rate to range between 34 and 42 per 
cent in future. 

He also sees the emergence of a 
new corporate culture. Basu first 
heard of the growing global respect for 
Indian companies from Lee Kuan 
Yew in Singapore. "Sure the companies 
are interested in profit, but it's heart- 
ening to see a larger sense of pur- 
pose, at least in the top companies,” 
he says. "It should spread to the rest." 
A third factor of optimism is the fact 
that a section of the Indian Left is be- 
coming more accepting of an increased 


role ofthe market in the economy. 
So, what's the challenge? The 
bureaucracy, for one. But Basu makes 
a clear distinction between the sys- 
tem and the people. "The quality of 
people here (at least in the finance 
ministry) and the level of profession- 
alism is absolutely remarkable. Though 
the government functioning is slow 
and has lots of issues, but it is not for the 
lack of talent," he observes. He com- 
pares the situation with a "good driver 
stuck in a bad traffic jam". And one of 
his objectives during this two-year 
term as CEA is to help cut down bu- 
reaucratic cost and corruption. He 
knows it is a rather ridiculous objective 
to set for oneself when so many at- 
tempts to reform the system have failed, 
but he is determined to give it a try. 
Basu plans to use the reach of his 
office in “planting seeds” in a bunch of 
minds in government that have got 
serious about “dynamising” India. 
One example of such an initiative is the 
unique identification project (um) han- 
dled by former Infosys Technologies 
cto Nandan Nilekani. Mind you, it's 
not the size of Indian bureaucracy 
that's the problem, according to him. 
(Bureaucracies in the us and China 
are bigger.) The problem in India is 
with the speed of decision making. 
There are somewhat less daunting 
but equally important tasks for Basu 
that are more immediate. For instance, 
preparing the annual Economic 
Survey—which is cEA's key responsi- 
bility. Watch out for some new ideas 
in this year's Survey that will be pre- 
sented on February 25. But, for a sub- 
stantial makeover and even a crack- 
ling new document. wait till February 
2011. By that time Basu would have 
spent more than half of his tenure in a 
system that can, in the words of a for- 
mer bureaucrat, test the patience of a 
saint and the endurance of a camel. 
But Basu seems ready. After all. 
he once described himself as an econ- 
omist with a "trained incapacity to 
give in easily". © 
PUJA MEHRA 
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INHERITORS 





Raleev Piramal 
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oasana Kaminani- a 


Balsa ara Uzma Irfan 
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Nandini Piramal ved 5 
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akshata Roshni > Most of them started from the 

ad Premji -Reena N bottom, and today under the 

Anjani AREN eagle supervision of senior 
Nisha Godrej appa _ family members, a whole host 


of inheritors is pulling out all 


«sni Biyani stops to earn their spurs. 


Upasana Kaminani, ] 





y A dre} Da Pi 
An Murugappa 
rama 

hundred and thirteen years ago, two 
Aditya Burman. — brothers Ardeshir and Pirojsha, laid the 
hi foundations for what is today the 
vir Advani $2.4-billion Godrej group. Ardeshir 
fan gave up law and set up an enterprise to manu- 
Kachaiam facture locks, safes and security equipment. He 
i Murty m went on to make toilet soaps from vegetable oil 
Rishad Premyii and. along with Pirojsha, launched the m 
Reena and, along with Pirojsha, launched the group as 


a flourishing, diversified business house. 

Cut to the present: Ardeshir and Pirojsha ex- 
ist not just in spirit, but as the current father-son 
duo—along with other family members—who are 
seamlessly continuing to script the Godrej success 


ni Kasliwal 


Kapur 


Piramal story. Today's Ardeshir is better known as Adi, the 

Chairman of the Godrej group that includes at least 

i Murty 10 companies with interests that extend from 

r > appliances and electronics to chemicals and real 

] Premji 7 estate—and, yes, locks and soaps too. And there's 

- a Pirojsha too—the son of Adi, all of 29 years— 

waiau who is assisting his father at the recently pub- 

licly-listed Godrej Properties Ltd (GPL). Fittingly, the 
<asliwal ! j 

Kapur 
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Godrej group has its headquarters in a 
township called Pirojshanagar in the 
suburb of Vikhroli in Mumbai. 

It's now for the fourth generation 
Pirojsha—along with sisters Tanya 


revamping the consumer image and 
they are contributing tremendously to 
the group," says the Chairman. 

Like the Godrej juniors, a rash of 
NextGen members—and as you will 


and Nisa and cousin Navroze—4o — find out many ofthem are women— 


take on the enviable legacy built by the 
past generations. And they're doing 
just that, with a foundation of quality 
education and systematic grooming 
by the senior Godrejs in the business 
(read all about the NextGen Godrejs on 
page 54). And the best part: They've 
arrived (in the business) at a time 
when opportunities for growth aren't 
exactly in short supply in a rapidly- 
growing and voraciously-consum- 
ing economy. "The fourth genera- 
tion is in close touch with the aspira- 
tions of our younger consumers. We 


have given them the responsibility of 


is set to take the plunge into the hurly 
burly of big business. Some, like the 
Godrejs, have to continue the good 
work done by their predecessors. And 
there are plenty of them—read all 
about them in the pages that follow— 
that include the NextGen of the 
Biyanis of the Future Group. all the 
scions of the different splinters of the 
Piramal group (Dilip. Ajay and Urvi, 
wife of the late Ashok Piramal). and 
the little-known sons of Rajan Raheja. 


Note: In our listing, we have left out ~ 


well-known NextGen scions who've 
been at the helm for some time now, 
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Jop.25: Circa 1939 


RANK GROUP 






ASSETS 













2 MARTIN BURN 

3 BIRD 12.40 
4 ANDREW YULE 12.38 
5 INCHCAPE 10.70 
6 E.D. SASSOON 9.56 
7 ACC 8.68 
8 BEGG 5.75 
9 ORIENTAL TEL. & ELEC. 5.60 
10 — DALMIA 5.51 
11 JARDINE 5.33 
12 WALLACE BROS 5.33 
13 X BIRLA 4.85 
14 WADIA 4.70 
15 DUNCAN 4.54 
16 FINLAY 3.84 
17 — SCINDIA 3.66 
18 — KILLICK 3.51 
19 KILBURN 3.23 
20 SARABHAI 3.00 
21 BRADY 2.82 
22 RAJPUTANA TEXTILES 2.80 
23 STEEL BROS 2.77 


24 
25 


MACLEOD 
WALCHAND 










Exclusions: BAT, Thomas 


Ranked by assets Assets in Rs crore 
Duff, J. Taylor, Assam Company, Burmah Oil, F. Peek, & Hukamchand 
Source: Indian Business & Nationalist Policies, 1939 
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RANK GROUP ASSETS - 





1 

2 

3 MARTIN BURN 153.06 
4 — BANGUR 104.31 
5 — THAPAR 98.80 
6  SURAJMULLNAGARMULL — 95.61 
7  MAFATLAL 92.70 
8 ACC 89.80 
9 — WALCHAND 81.11 
10 SHRIRAM 74.13 
11 — BIRD HEILGERS 68.62 
12 J.K. SINGHANIA 66.84 
13 — GOENKA 65.34 
14 SAHU JAIN 58.75 
15 MACNEILL & BARRY 57.28 
16 SARABHAI 56.72 
17 SCINDIA 55.99 
18 — LALBHAI 51.20 
19  KILLICK 51.08 












20 ICI 
21 ANDREW YULE 
22  TVS 43.83 
23 . KIRLOSKAR 
24 PARRY 
25 JARDINE HENDERSON 


50.06 


















40.19 


Ranked by assets Assets in Rs crore 
Source: Report of The Industrial Licensing Policy Inquiry 
Committee, 1969 







like the sons of Rahul Bajaj, those 
of the Ruia brothers of the Essar 
group and those of Nusli Wadia of 
Bombay Dyeing. Rather, we've 
chosen to focus only on those 
who've assumed significant re- 
sponsibility in the recent past (al- 
though their grooming might 
have begun some time ago). 

But it isn't as if entering the 
family business is a logical pro- 
gression for all the sons and daugh- 
ters. More than a few have shown 
a penchant to leave the often- 
diminishing legacy behind and 
leverage the capital generated to 
plunge into higher-growth oppor- 
tunities. Example: M. Thiagarajan, 
who moved away from the family 
business of textiles to start up 
India’s first fully business class air- 
line, Paramount Airways. Yet, oth- 
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“The fourth generation is in touch with aspirations of 
younger consumers. We have given them responsibility 
of revamping consumer image’ Adi Godrej, Chairman, Godrej Group 


ers are attempting to leverage the fam- 
ily's expertise in traditional businesses 
to integrate forward into newly opened- 
up options for growth. For instance, 
Bhairavi Jani's great grandfather set up 
a clearing & forwarding venture in 
1896. Many decades later her father 
Tushar Jani took that business a step 
forward by cofounding logistics firm 
Blue Dart Courier Services (which was 
sold to DHL). Bhairavi has gone a step 
further by setting up a warehousing 
and inventory management opera- 
tion (read about others like Thiagarajan 
and Bhairavi, who've made breaks 
from the past on page 120). 

To be sure, most of these NextGen 
have the responsibility of busting the 
norm that business families can't pros- 
per beyond the third generation. Whilst 
it's true that many of vesteryear's fam- 
ilies have faded away. a cursory glance 
at India's top business houses will reveal 
that most are family-run, with the 


Tatas, the Ambanis (Mukesh and Anil 
iindividually) and Kumar Mangalam 
Birla hogging much space. Of the top 
50 in the 2009 edition of the BT500, 
some 70 per cent are family-owned. 
Yet, past glory and number of 
years—or even centuries—are no 
guarantee of a business lasting. The 
flagging fortunes of the century-plus 
Khatau group and of the splinters of the 
Walchand Hirachand group—which 
once figured amongst the top three 
businesses in India—are just two in- 
dicators that there's nothing like ever- 
lasting prosperity. Family bickering 
(leading inevitably to splits), a reluc- 
tance to change (and thereby the in- 
ability to keep up with competition) 
and the inability to look for (or trust) 
non-family talent are some reasons 
why family businesses go to seed. 
One surefire way to ensure that 
families don't get bogged down by 
such issues is to draw a line between 
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Introducing PHAROX 
the LED Lamp from 
Crompton Greaves. 


The world is switching over to LED lighting for its high energy | 
saving capability, pollution free attribute and handsome A Environmental Status Report 
payback period. In keeping with this, Crompton Greaves di St 
introduces Pharox. It consumes only 5W and lasts for hr iosas DER Esas Dicas iia 
30,000 burning hours, which maximizes profits. It reduces 
Carbon Footprints making it viable to eam carbon credits 
Get long term guaranteed retums on your investment 
Get Pharox 








CG collaborates with Lemnis to bring the lalest LED technolom 
under the CG Lemnis range of LED products 


Crompton Greaves Limited 
Consumer Products Division 
Kanjur Marg (East) 

Mumbai 400 042 

email: lighting? cgglobal.com 
W: www.cgglobal.com 





FAMILY BUSINESS 
INHERITORS 


1 

2 

3 — AMBANI 19,345.59 
4  RP.GOENKA 9,664.12 
5 RUIA 9,593.78 
6 O.P. JINDAL 5,456.10 
7 M.A. CHIDAMBARAM 4,782.10 
8 — LM.THAPAR 4,434.09 
9 ML. MITTAL 4,425.35 
10 RAI 4,210.87 
11 — LALBHAI 4,112.44 
12 DHOOT 3,737.87 
13 GUPTA 3,705.27 
14 BAJAJ 3,415.87 
15 B.M. KHAITAN 3,351.62 
16 H.S. SINGHANIA 3,275.80 
17 K.K. BIRLA 3,094.90 
18 MEHTA 3,077.23 
19  HINDUJA 2,967.20 










MAFATLAL 
MURUGUPPA 


2,862.94 





MAHINDRA 
G.P. GOENKA 
G.P. BIRLA 


2,630.43 
2,530.32 








Ranked by assets Assets in Rs crore 
Source: Business Today, August 22, 1997 issue 














| MUKESH AMBANI 2,00,469.13 
2 
3 ADAG 1,41,304.36 
4 BIRLA ADITYA 18,943.79 
5 OMPRAKASH JINDAL — 37,545.16 
6 — ESSAR 36,837.49 
7 — SUNIL MITTAL 35,357.61 
8 — HINDUJA 35,138.37 
9  SHRIRAM TRANSPORT — 28,126.00 
10 VEDANTA 22,204.41 
" DLF 21,989.79 
12 JAIPRAKASH 21,620.50 
13 MAHINDRA & MAHINDRA 21,251.67 
14 — KRISHNA 20,187.74 
15 ADANI 18,037.68 
16 INDIABULLS 17,583.37 
17 WIPRO 17,528.80 
18 BAJAJ 14,853.68 
19  SUZLON 13,927.44 
MURUGAPPA CHETTIAR 12,844.82 





TVS IYENGAR 


RPG ENTERPRISES 12,232.33 
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ownership and management and— 
importantly—get the NextGen 
involved in the exercise. A few families 
had the foresight to flag off this exercise 
many years ago. More than a decade 
ago, in 1997, the Burmans initiated a 
rather rare move among family-held 
businesses in India. They brought in 
consultancy McKinsey & Company to 
help Dabur India make a transition 
from a family-held management to a 
professionally-run entity. By then 
Dabur had already begun to see the in- 
volvement of its fourth generation. A 
structured plan was put in place that 


can enter the business but they will 
be considered on merit and paid on a 
par with professionals employed. 
However, the economic benefits com- 
ing out of their shareholding are sep- 
arate. The family has agreed to follow 
corporate governance practices and 
professionalise operations so that the 
family members can move from run- 
ning operations to strategic planning. 
Chairman G.M.Rao's two sons, G.B.S 
Raju and Kiran Kumar Grandhi, joined 
the business in 1996, when they were 
just 22 and 21 respectively. ‘Today, 
Raju is 35, and Chairman, Corporate 


“The family has just four representatives on the board 


and there is a separate 





family council that reviews the 


strategy of Dabur India” Amit Burman, Vice Chairman, Dabur 


charted out the course where “only 
some members representing the fam- 
ily would occupy board positions, even 
as we all would have stakes in the 
company,” explains Amit Burman, 
one of the fourth-gen and Vice 
Chairman of Dabur India. “Today, 
Dabur is completely run by profes- 
sionals. The family has just four rep- 
resentatives on the board and there is 
a separate family council that reviews 
the strategy of Dabur India. We also dis- 
cuss the various independent business 
ventures and offer suggestions and 
help to each other, if required,” adds 
Burman. The role of the family coun- 
cil is to look into the broader business 
strategy and vision of Dabur India. It 
also meets to offer guidance on per- 
sonal ventures of family members (like 
King's XI. the iet. team, in which an- 
other fourth-gen Burman, Mohit, has 
made an investment; an investment in 
Aviva is also outside of Dabur) and for 
the family to help and guide each other. 

Similarly, southern infrastructure 
giant, the GMR group. has sought to 
separate the family from the business, 
and has laid down principles to build 
the enterprise as a strong professionally- 


run conglomerate. Family members 


and International Business, and 
Grandhi, 34, Chairman. Airports. They 
rub shoulders with professional top 
brass such as P.M. Kumar, Executive 
Director, Group Corporate Develop- 
ment and K. Balasubramanian on the 
GMR Holding Board. 

Families are also realising that it's 
no more feasible to just plonk their off- 
spring on their companies’ boards once 
they get their driving licences. A degree 
from a prestigious university, stints 
outside the company, and then starting 
at the bottom of the ladder make for the 
ideal initiation path for the young 
blood. Good example: Nandan 
Piramal, the youngest son of Urvi 
Piramal of the Ashok Piramal group. 
After passing out from the University of 
London, Piramal did stints at a law 
firm and at a broadcasting major before 
joining one of the family’s business. 
You'd never guess what he’s doing 
now (turn to page 68 to find out). 

Yet, even the best universities and 
the best mentoring won't ensure that 
the NextGen can be successful in en- 
suring continuity. What if the chil- 
dren are not interested in the busi- 
ness? "The sustainability of a business 
without the family also has to be dis- 





The NextGen can bring 





Can come up with fresh ideas and are 
more attuned to contemporary trends. 


POSSESSES EEE EEE HEE OHHH ET EERE ERE EERE EHO OEC OOO SOE EES 


eee ee 


Have an opportunity to be mentored from 
close quarters by senior family members. 


SPOTL ERE eRe eee EEE EEE EEE EET ET OTRO OREO TOO eR OO eee eee 


Access to the best global education isn't 
a problem for them. 









The previous generation should ensure 


they're put through the grind and not 
straightaway appointed at senior positions: 


If they're entering the traditional business, 
may tend to lack the fire in the belly, 
commitment and focus of the founders. 


ieee ih hit LLL LLL LLL eet 


Tend to take their positions for granted and 
hence don't earn respect of professionals. 


FEET EEE EEE EE EEE EERE ETTET Oe eee eee ee 


Can get caught up in differences or conflicts 
with siblings and cousins, especially after 
demise of patriarch. 





cussed (by the family),” says Vishesh Chandiok, National 
Managing Partner of Grant Thornton in India (which has 
a division working for family-managed businesses). A 
sign of things to come: Anirudh Patni, son of one of the 
founders of Patni Computer Systems, Narendra Patni, 
recently resigned because of diflerences with the man- 
agement—not uncommon, except that the management 
is headed by a ceo who is a professional! 

Yet, ifthe NextGen has the passion for and focus on 
the business, they are in the right place. They may be wet 
behind the ears, and will have their shortcomings. But 
as Adi Godrej puts it, in the context of his children: 
"The shortcomings. if any, will be honed with experience 
and practice." (9 

REPORTING BY SHAMNI PANDE, SUMAN LAYAK, 
K.R. BALASUBRAMANYAM AND ANUSHA SUBRAMANIAN 
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tax savings 


with 
growth potential 


Reliance 
Tax Saver (ELSS) Fund 


An open-ended Equity Linked Savings Scheme 


RELIANCE 
Mutual Fund 


Anil Dhirubhai Ambani Group 












SMS 'ELSS' to 561617 


Charges upto Rs. 3/sms. The tax benefits are as per the current Income 
Tax laws & rules and any other law for the time being in force. Investors 
are advised to consult their tax advisors before investing in the scheme. 
Sponsor: Reliance Capital Limited Trustee: Reliance Capital Trustee Co. 
Limited Investment M r: Reliance Capital Asset Management 
Limited Statutory Details: Sponsor, the Trustee and the Investment 
Manager are incorporated under the Companies Act 1956 Reliance Tax 
Saver (ELSS) Fund r^ rye Equity Linked eq pes Scheme): le 
primary objective of the scheme is to generate long-term capita 
appreciation from a portfolio that is invested predominantly in equity and 
equity related instruments. Load: Entry Load - NiL Exit Load - Nil, 
however units are subject to lock in period of three years Asset Allocation: 
Equity and equity related securities: 100 - 8096, Debt and Money Market 
Instruments: 20 - 096. 






















-— intention of doing so. All 
availability of distributable surplus 
in the Scheme. For details of scheme features apart from those 
mentioned above and for scheme specific risk factors, please refer to the 
Scheme Information Document and KIM cum application form which is 
available at all the DISC / Distributors / www.reliancemutual com Please 
read the Scheme Information Document and Statement of Additional 
Information carefully before investinq. 








INHERITORS 
GODREJ 


Nisa Godrej, 31 
MBA, Harvard 
Work experience: Summer internship 


Meet the young heirs-some mium, tn end n 


business, as a management trainee in 


at generations-old empires, Godrej Sara Lee, and later Godrej Tea. 


a : In family business: Since 2000. 
some just second generation. sagas 
Their challenge is the same: lesan on pasts From My dad, Ihave 


also leadership. From my mother | have 


Redefl ning their business. learnt to believe in whatever | do. 


Fast forward 2020: | see the company having 
four or five major verticals, as being a 
global player in the FMCG business and one 
of the best companies to work for. 





Piroisha Godrej, 29 


MBA, Columbia 


Work experience: Summer internship 
at Hillary Clinton's office and 
India's Ministry of External Affairs. 


In family business: Since 2004. 


Now: Executive Director, Godrej 
Properties. 


Lesson from parents: Discipline, hard 
work, commitment and integrity, 
think big and be focussed. 


Fast forward 2020: | would like the 
company to be the most respectec 
and the best-in-class real estate 
company. 


Best friend/quide in India Inc: No one 
really. | admire Ratan Tata. 


Navroze (sitting), 
Pirojsha and Nisa 


Reshaping 
Godrej 


isaba ‘Nisa’ Godrej has 
everything a 31-year-old 
could ask for —born with a 
silver spoon in her mouth, 
distinguished parents, an extended 
family educated in Ivy League col- 
leges, an undergrad degree from 
Wharton and an MBA from Harvard— 
and of course the Godrej name, one of 
India's most trusted and oldest brands. 
But Nisa, daughter of Adi Godrej, 
Chairman of the Godrej Group, would 
rather be known just by her first name 
as she helps transform the 1 13-year-old 
company. She started at the group a 

= decade ago as a management trainee at 
















z human resources, projects in Indonesia 
and then with a start-up, Godrej Tea. 

Today, Nisa leads a group-wide 
portfolio strategy initiative and has 
helped set up a strategy cell. 

Nisa recalls how a professor at 
Wharton had told her he would fail 
= her if he found her working for a 
bureaucratic organisation. "He 
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Mass Communications, Boston College 
e Paris i 
in in 
the communication department. 
In family business: Since 2005. 
Now: Manager, special projects, 
Godrej & Boyce. 
Lesson from parents: The idea of doing 
good and taking the of 
giving back to others what they have 
given you. 





explained to me why he said that. He 
hated the word 'bureaucratic' and 
said: 'Never use that word ever again 
...instead I want you to tell me how 
you are going to make your first 
100 million dollars'". 

Those words helped her when it 
came to transforming the Rs 10,000- 
crore Godrej Group. So what is 
GenNext bringing to the family busi- 
ness? "I think we bring with us our 
inexperience and with inexperience 
comes a certain amount of courage to 
prove ourselves in whatever we are 
doing," she says frankly. 

Vivek Ghambir, Chief Strategy 
Officer, Godrej Industries, says: "She is 
inspirational and a visionary in her 
ideas and thought. She has been the 
key architect of our ‘brighter living’ 
vision." 

One of Nisa's biggest learnings: 
the importance of patience. "I used 
to send out these long notes initially 
when I had joined the business on 
how to change things and expected 
these changes to happen overnight. 
But I have learnt it does not work 
that way," Nisa explains. 


Pirojsha Godrej is interested in 
politics and that probably explains 
why he did his Master's in 
International Affairs and interned at 
Hilary Clinton's Office and with the 
Ministry of External Affairs in India. 
But now Pirojsha is immersed in the 
family business, heading Godrej 
Properties as Executive Director. 

After returning from the us in 
2004, he did a one-year stint in Godrej 
as a management trainee. Then he 
joined Godrej Properties & Investments 
as a manager. So far, his career growth 
has depended on his performance— 
just as it is for other freshers. 

Why did he choose the real estate 
business? "When I came back from 
the us, the Indian economy was grow- 
ing and there were a lot of opportu- 
nities ... the real estate industry had 
also opened up,” he recalls. 

Pirojsha is focussing on building 


his leadership abilities and is blunt 
about his shortcomings: “I can be 
very impatient so there is a need to find 
the right balance while at work. Also 
finding the right balance in detail ori- 
entation is important and | am not 
good at this.” 

He feels his generation brings 
newer ideas and a fresh perspective to 
the business and has a global vision for 
the group. 


PIROJSHA 


Sohrabji Dosa ^ Naoroji 


C 


Jamshyd Smita 


Burorji 


Nadir = Adi 


Nisaba Tanya Pirojsha Raika Navroze 
Partial family tree 

For Navroze Godrej, son of 
Jamshyd Godrej, Chairman of Godrej 
& Boyce, joining the family business 
was never a given. "We had the free- 
dom to choose our career paths. But 
after having spent seven years abroad 
I wanted to come to India and the ob- 
vious thing was to work with the farn- 
ily," says the soft spoken Navroze. 

He was inducted into the Rs 4, 300 
crore Godrej & Boyce after completing 
his studies in the us in 2005. In 
between, Navroze did a summer 
internship with the French crystal 
maker Baccarat. 

"The insights I got from all that 
travelling was that we really needed to 
do something with our brand. Our 
image was no longer as bright as it 
used to be. ... One was that we had to 
reposition our brand, but more im- 
portantly, our products needed a 
revamp and reinvention. So | got into 
focussing on designing and innova- 
tion,” explains Navroze. 

“Impatience” he says is his short- 
coming as he wants everything to 
happen fast. But he says he is learn- 
ing slowly and steadily to give things 
more time. © 

ANUSHA SUBRAMANIAN 
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INHERITORS 
MURUGAPPA GROUP 


Programmed to Lead 


hey get away three times a 
year for a retreat outside 
Chennai with no structured 
agenda. That is how the 
fourth generation of the Rs 16,000- 
crore Murugappa Group consist- 
ing of seven cousins/ siblings gets to 
understand each other and their 
business better. Three of the cousins 
have already taken up leadership 
positions and run the core 


(L-R) Vellayan Subbiah, 
Arun Murugappan, 

A. Venkatachalam and 
Arun Alagappan 


businesses, while Arun Alagappan. 
Arun Murugappan, A. 
Venkatachalam and Vellayan 
Subbiah (pictured below) are 
being groomed to take up larger 
roles even as they scout for new 
opportunities for the group. 
Vellayan Subbiah started writ- 
ing computer programmes when 
he was just 10 years old. Not 
surprising that he has taken the 


Veliayan Subbiah, 40 


Civil Engineering (IIT-Madras), MBA 


(University of Michigan) 
Work experience: 13 years. 
In family business : Since 2005. 


Now: MD, Laserwords (a publishing BPO). 


Lesson from parents: A strong sense 


of family and leveraging 
professional talent. 


Fast forward 2020: Take up an 


appropriate role in any of the 


group core businesses. 


Best friend/guide in India Inc: Many. 
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Arun Murugappan, 4 


MBA (University of Chicago) 

Work experience: 19 years 

In family business : Since 1991. 

Now: MD, Parry Enterprises India Ltd. 


Lesson from parents: The need to maintain 
long-term relationship. 


Fast forward 2020: To head one of the large 
companies in the group. 


Best friend/guide in India Inc: Ansan Hydari, 
former head of Tube Investments. 








A. Venkatachalam, 48 


BSc (Business Administration) 
Work experience: 23 years. 
In family business: Since 1987. 


Now: Director, Placon (India) Pvt Ltd. 
and Polutech Ltd. 

Lesson from parents: Simplicity, humility 
and to never compromise on anything. 
Fast forward 2020: Make Murugappa 
Group a leading player in fibre 

Best friend/guide in India Inc: 
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Arun Alagappan, 33 


MBA (Cardiff Business School, Wales; UK) 


Work experience: 12 years. 
In family business : Since 1999. 
Now: Senior Vice president-Retail & 
BSA Motors; TI Cycles of India. 
_ Lesson from parents: Be inde 
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it raennnceihlh 
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i Fast forward 2020: Take 


A 
V 
making role at group le 


| Best friend/quide in India Inc: Vijay Sankar, 
— ceputy chairman, Sanmar Group. 
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group into the rr-enabled services by 
starting a publishing gro firm. “We 
are late into the game. Many large 
companies have established them- 
selves firmly in rr,” Subbiah admits. 
But he is quick to add: “We do not 
want to be an ‘also ran’. We want 
to use technology to provide niche 
solutions like what we do for the 
publishing industry.” 

A. Venkatachalam runs a 
company that makes fibre rein- 
forced plastic products. He wants to 
make the group a leading player 
in that segment. 

Arun Murugappan has just got- 
ten the group to invest Rs 45 crore 
in flexible packaging business. 
“With retail sales getting organ- 
ised, everything is getting pack- 
aged. Flexible packaging has a huge 
opportunity. We want to grow it 


Motors. “E-scooter is an idea that is 
waiting to happen. We are already 
there. It is the technology of the 
future,” he says. 

They all swear by the group's 
core businesses—engineering, abra- 
sives, finance, cycles, general in- 
surance, sugar and fertiliser—and 
are raring to take on bigger roles in 
the group. 

Ask them about their short- 
comings, the response is swift. "I 
am a little impatient. I tend to get 
things done quickly without going 
into the bottom of the issue," says 
Murugappan. Adds Alagappan. 
"My parents tell me to slow down 
my decision making a bit so that | 
can think more rationally.” 

They may come from different 
branches of the family but have sur- 
prisingly common views on crucial 





DEWAN BAHADUR A.M. MURUGAPPA CHETTIAR 


A.M.M. Vellayan Chettiar A.M.M. Murugappa Chettiar A.M.M. Arunachalam 


M.V. Arunachalam M.V. Murugappan MV. Subbiah 


A. Venkatachalam 
Partial family tree 


into a Rs 300 crore business in 
three years,” he says. 

Arun Alagappan, unlike the 
other three with their entrepre- 
neurial responsibilities, has an op- 
erational role at ri Cycles India, 
one of the core businesses. 

As head of retail sales, he has 
transformed the way cycles are sold 
in India. He introduced modern 
retail formats to sell cycles. In fact, 
he began to sell the concept of 
cycling instead of cycles. This has 
caught the imagination of the 
industry and other manufacturers 
are also following suit. 

He has also taken the group 
into electric bikes through Bsa 


Vellayan S. 


M.A. Murugappan M.A. Alagappan 


Arun Murugappan Arun Alagappan 


issues. "If you are in some business 
you have to be in it at a scale," is the 
collective view. Similar exposure 
boarding school in India and grad- 
uation abroad—could be the rea- 
son for their common thinking. 

At the same time they have very 
different personal interests. 
Alagappan is passionate about 
horses in general and show-jump- 
ing as a sport in particular. He is a 
qualified international show-jump- 
ing course designer. Murugappan, 
on the other hand. likes to play 
squash. golf, tennis and takes keen 
interest in motor sports while 
Subbiah is into cycling. 

N. MADHAVAN 
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INHERITORS 
LALBHAI 


Engineering a 


trategy 


hen the Great Depression hit in 19 30, 


three Lalbhai brothers from Ahmedabad 





Kasturbhai, Narottambhai and 

Chimanbhai— pooled their money to set 
up a textile mill. Three generations later, when 
Sanjav was taking over Arvind Mills in the mid 
'80s. the textile industry got into its worst-ever 
crisis. Call it coincidence, when the fourth genera- 
tion Lalbhai, Kulin, was entering the family business 
last vear, the world feared another depression. 

Kulin plays down the coincidence: "Diflerent 
generations have had different challenges." With less 
than a year at the helm, Kulin, an engineering 
graduate from Stanford, wants to make up for 
Arvind's lost time. "We have a lot of catching up to 
do." he says. A two-year stint with McKinsey has 
taught him to strategise on a larger canvas. Elder 
brother Punit has gone to the vs for higher 
studies: Kulin also plans an MBA from Harvard. 

“I'm kind of creating a strategy for the next 
three years,” explains Kulin. What he is enjoying the 
most is the freedom. "My father always tells us to 
follow our own style of management," he says. 

"We are putting together our energies in build- 
ing a B2c model,” says Kulin, who aims to build 
scale in the new business in 3-5 vears. As for the 
future, he says: “I'm still young. I still need to mature 
in the business.” 


ANAND ADHIKARI 






Electrical engineering, Stanford 


Work experience: 2 years at McKinsey, 
less than a year at family business. 


In family business : Since July 2009. 
Now: Manager (Retail), Arvind Ltd. 


Lesson from parents: Develop your own 
style of management. 


Fast forward 2020: Transform Arvind from 
B2B to B2C, scale up new businesses. 
Best friend/quide in India inc: |reena Vittal, 
a partner at McKinsey, shares a passion 
for retail with her. 
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Computing as we know it is about to change. 


Gone are the days of being fast for fast's sake. 
Of merely throwing megahertz at a problem. 
Or settling for technological baby steps. 


It's time for horsepower to meet a new kind of brainpower. 
The kind that includes Intel* Turbo Boost Technology, which automatically 
senses, adapts and provides the right performance boost when 
It's needed—and conserves power when it's not. 


Introducing the all new 2010 Intel* Core" Processor Family. 
its more than just a faster way of computing, it's a smarter one. 


intel.com/core/inside 


Sponsors of Tomorrow. 





INHERITORS 
PIRAMAL 


Disciples of Growth 


hen he was still a teenager, 
Anand Piramal wanted to 
launch a platform from 
where young Indians could 





contribute to the nation’s growth. At 
19, he had started his Nco, Dia. “He 
travelled all around the country and 
stayed in villages.” says his mother 


Radhika 


MBA, Harvard 


Work experience: Worked with 
Bain & Company as a 
marking management 
consultant from 2006 and 
did a short stint in brand 
Strategy at Future Brands. 
In family business: 

From 2001-2004; then 
again from 2009 onwards. 


Now: Executive Director 
(Sales & Marketing). 


Lesson from parents: From my A 
dad, | learnt to be authen- =~ 
tic, stand up for myself, and 
look for insight in numbers 
to find the right direction 
for the business. My mother 
taught me to be detail- 
oriented and disciplined. 


Fast forward 2020: | hope to 
head the company with 
sustainable growth in the 


Swati Piramal, who, along with her 
husband Ajay, runs the Rs 2,900- 
crore Piramal Healthcare group. In 
2008, Anand stayed back in 
Rajasthan for a while, launching the 
group's e-Swasthya pilot project to 
provide villagers access to modern 
medicine by taking the best doctors 









and medicines to rural India using 
mobile telephony. 

"We want to find a viable busi- 
ness model to meet this need," he had 
told sr then. Now Anand is pursuing 
a degree at Harvard Business School to 
prepare for a more important role in 
the company. 

His elder sister Nandini. a Stanford 
graduate, is totally involved with the 
day-to-day running of the group. In 
April 2009, she joined the board as 
Executive Director. She is also in- 
volved with a rural drinking water 
project, "Sarvajal", in Rajasthan with 
her husband Peter D'Young, as part of 
the company's activities. 

Nandini, of course, is no stranger 
to the family business, having been 
associated with the group as gen- 
eral manager for strategic planning 
since 2006, looking after operations 
in Canada. She, in fact, played a key 
role in implementation of opera- 
tional excellence projects at the com- 
pany's overseas locations in the UK 

and Canada. 

The Huddersfield Plant in 
the Uk was one of the three 
(the other two being in 
Scotland and Canada) 
that came into the 
Piramal fold when 
it acquired Avecia 
Pharmaceuticals 
in 2005, 
Nandini 
looked after the 
operations since 
2006. The 


- luggage market-in India 
= and internationally. 


= Best friend/guide in India nc. 


— My parents have a rich 
—— work experience which 








Huddersfield plant 

clocked revenues of 
around £19 million in 
2008-09, just before the 
* decision to shut it was an- 
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dation. The group then decided to 
bring Nandini home and inducted her 


as a board member and an €n). 


Radhika Piramal, Anand and 
Nandini's first cousin, started off at 
luggage maker vir Industries, owned 
by father Dilip Piramal. Radhika en- 
joved her work but wanted an ex- 
ternal experience “to understand 
how company laws are shaped and 
lo get an experience at a process- 
oriented business". 

So, she followed her cousin. 
Nandini, to do her MBA at Harvard, 
following which she joined Bain & 
Company in New York as a man- 
agement marketing consultant. 
l'hen came a short stint at Future 
Brands as a brand consultant, and 


it was time to return to her second 


Nandini 
Piramal 28 R 


MBA, Stanford d 
Work experience: Worked © 
briefly as business — 9 
associate with 


McKinsey & Co in the US. 


In family business: Since June 
2006, as GM, strategic 
Planning, and looked after 
group's operations in the 
UK and Canada. 


Now: Executive Director on 
the board of the group. 


Lesson from parents: Read as 
much as possible. Use 
whatever time is available 
to do things that matter. 


(Late) GOPIKRISHNA PIRAMAL 


Ajay & Swati — (Late) Ashok 


Nandini Anand Radhika 


Partial family tree 


innings at vip Industries. This time 
its lor good. Radhika says: “My 
work experience has given me for- 
midable training and has prepared 
me for leadership.” In July 2009, 
Radhika took over as Executive 
Director (Sales & Marketing) and 
has been in charge mainly for 
strategising and execution in the 
domestic luggage market. 

The company's growth and her 
lather's trust have kept her moti- 
vated, Radhika savs. In the next few 


Dilip & Gita 


years, she hopes to take vir Industries 
Lo grealet heights. 

"Mv goal is to ensure that 
which is the current market leadet 
In value, will build on qual 
bility and innovation in product d 
sign," she says. In achieving th 
attention to detail and ability to see th 
big picture helps 


J} IM 


L ie L 15 i bad Lo een 
MA Economics, University of 
Pennsylvania, now doing MBA 


at Harvard. 


Work experience: Started his 
NGO Dia as a teenager. 


Now: A promoter of the group with 
1.84 per cent of the shares. 
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R.C. Burman 


VC. Burman A.C. Burman 


Anand Burman 
| 
Aditya Burman 
PartidMamily tree” 
' E 


Aditya Burman, 30 


BSc, University of Kansas 


Work experience: Was into research at 
an analytical chemistry lab. 


In family business : Since 2004. Joined as a 
trainee in OncQuest Laboratories. 


Now: Member of the family council of 
Dabur Group. 


Lesson from parents: Build on what they 
build for you. 


Fast forward 2020: At the helm of several 
exciting enterprises. 


A Break from 


the Past 


he door to a job in the family 
concern, Dabur India. was bolted 
when he was in his late teens: the 
Burman family decided to get their 
family business run by professionals. 

But Aditya Burman—the oldest in the 
fifth generation of the Burman family 
tree—has few qualms: "It happened at 
the right time. I could plan my education 
and career path at the right time," he 
says. He opted to join OncQuest 
Laboratories, an independent venture run 
by his father. Dr Anand C. Burman, which 
is into high-end research. clinical trials 
and research documentation, amóng other 
things. 

But now OncQuest is pretty much “his 
baby”, since Dr Burmarvhas a more active 
role amhsčhedule as Chairman of Dabur, 
Aditwa~is-exploring options—of 
offering more affordable health solutions 
as also starting a health fund. 

Any plans of going back to Dabur's 
roots with Ayurvedic solutions "Well, 
the way herbs afe being used in allopathy, 
there could be something down the line 
that helps me find that fix.” he says. And 
family heritage does have a way of sinking 
its teeth: "T used to rebel when I was in my 
late teens and use other brands. But now, 
| am fully into Dabur's red toothpaste, 
Vatika shampoos—the works," he says 


SHAMNI PANDI 





3 International Awards for UTI AMC Ltd. 





+ 
Best Fund House 










CEO of the Year 
Mr. U. K. Sinha 





Marketing Personality of the Year ^ 
Mr. Jaideep Bhattacharya 







ASIA ASSET MANAGEMENT AWARDS 2009 








UTI Mutual Fund 


Source: www.asiaasset.com, www.utimf.com 
Past performance is no guarantee of future results UTI AMC Ltd. is the investment manager of UTI MF 





' Best of the Best Country Awards - India. ** Best of the Best Regional Awards 


About Asia Asset Management: Asia Asset Management is a monthly publication which focuses on the institutional fund markets in the Asia Pacific region. Widely read by 
finance professionals, Asia Asset Management has established an influential position within the Asia Pacific institutional market place. The publication was launched in December 
1995. Asia Asset Management also plays hosts to a series of Roundtables where pension funds, trustees, regulators and service providers gather to discuss issues affecting the 
ndustry. The name of the category: Best of the Best Country Awards - 2009 (for Best Fund house and CEO of the year) and Best of the Best Regional Awards- 2009 ( Marketing 
"ersonality of the Year). The number of AMC(s) / Mutual Funds in each of the category- 6 companies were short -listed in each category. The name of the Ranking Entity- 
\sia Asset Management. The length of the period and the ending date, or the first day of the period and the ending date- The period used for performance is Sept 30, 2009; for 
Yet assets raised, the data is for the period to end Nov 2009. Background on Award Legacy: As a part of the services, a yearly awards programme is running for fund managers 
n Asia since 2004. The awards are given as recognition of the hard work of the fund managers and other providers in the asset management industry in Asia Pacific. Fund 
managers are required to make written submissions for the category in which they wish to be considered. Currently, there is no cost to participating in the awards programme 
Xll entries submitted are vetted by a panel of 3 judges based on the merits of the submissions. Broadly, there are two categories of awards i.e. performance-based awards (looking 
it historical performance) and non-performance based awards (in areas such as product design, product innovation, service excellence, client servicing and marketing). There 
ire also awards for community services rendered by fund managers in support of local charities. Methodology & Criteria for the awards: « Best Fund House- Whilst overall 
narket share is a key consideration, based on net assets raised from both retail and institutional investors, the award also recognizes the progress made in expanding distribution, 
itability of management, including investment personnel, operations, client servicing and sales, and investor education programmes implemented, if any. + CEO of the Year - 
‘his award recognizes overall achievements, in particular demonstrating leadership in the market that the firm operates in over a rolling two year period. Whilst achieving market 
share is a factor for consideration, other factors to consider are the incumbent's length of service with the firm (minimum of two years for consideration), increase in assets under 
nanagement over the two year period (or longer as the case may be), specific and overall performance of funds, minimum AUM of US$1 billion (the minimum AUM may not apply 
o smaller markets), profile of the firm in the local market, successful launch of new products, and a demonstrable ability to lead a local team. Other exceptional activities worthy 
if note have also been considered for the award. e Marketing Personality of the Year. This is based on size of new business won, products launched and implementation of 
| sound marketing campaign. Awards Disclaimer: The awards are given by Asia Asset Management. The awards are neither a certificate of any statutory compliance nor any 
juarantee on the future performance of the company. The awards are based on areas such as product design, product innovation, service excellence, client servicing and 
narketing. REGISTERED OFFICE: UTI Tower, 'Gn' Block, Bandra Kurla Complex, Bandra (E), Mumbai - 400051. Tel. No.: 022 66786666. STATUTORY DETAILS: UT! Mutual Fund 
as been set up as a Trust under the Indian Trusts Act, 1882. SPONSORS: State Bank of India, Punjab National Bank, Bank of Baroda and Life insurance Corporation of India 
lability of sponsors limited to Rs 10,000/-). TRUSTEE: UTI Trustee Co. (P) Ltd. (Incorporated under Companies Act, 1956) INVESTMENT MANAGER: UTI Asset Management Co. 
td. (Incorporated under Companies Act, 1956) RISK FACTORS: All investments in Mutual funds and securities are subject to market risks and the NAV of the 
ichemes may go up or down depending upon the factors and forces affecting the securities markets. There can be no assurance that the scheme/plan 
ibjectives will be achieved. Past performance of the Sponsors / Mutual Fund / Scheme(s) / AMC is not necessarily indicative of future results and may not 
iecessarily provide a basis of comparison with other investments.. The name of the scheme does not in any manner indicate either the quality of the scheme, 
ts future prospects or returns. Realisation of all the assurances and promises made, if any, are subject to the laws of the land as they exist at any relevant 
oint of time. Please contact the nearest UTI Financial Centre, Chief Representative or AMFI Certified UTI IFA for a copy of the Key Information Memorandum 
'um Application Form and Scheme Information Document. Please read the Scheme Information Document carefully before investing. 


INHERITORS 
BIYANI/KAMINENI 


Starting 
Early 


sk Ashni Bivani, a director of the 
Future Ideas Group. about how 
she got interested in her dad's 
retail business empire, and pop 
comes the reply: "I have been working lor 
the last 15 vears!" During her school 
davs, she used to be taken to malls and 
did her own bit of observing people. It's 
the Kishore Bivani way of grooming the 


next generation of Biyanis. 


Vivek Bivani, the 25-year-old son of 


Kishore's brother Vijay, remembers 
spending his holidays sitting in at meet- 
ings where his dad and uncle (Kishore) 
used to make key business decisions. 

The timing of their formal induction 
as directors couldn't have been better- 
in 2007, when consumer spending was 
at its peak. One year later they were bat- 
tling a slowdown. Ashni and Vivek are 
directors on the board of Future Ideas and 
Home Solutions Retail India respectively. 

"Our learning has been extensive. | 
understood that one can't have the same 
strategy for growth and recession,” says 
Ashni. Adds Vivek: "We have to con- 
tinuously engage with customers.” 

At Future Ideas, Ashni's job is to un- 
derstand consumer mindset across dif- 
ferent communities, understand their 
buying behaviour, share the findings 
with all the group companies and con- 
vert them into business ideas. For in- 
stance, in a Muslim dominated area, she 
observed that buyers liked ornate fur- 
niture, so the nearby Future Group store 
started stocking more of such items in- 
stead of modular stuff. Then, when a 
store was opened in a very traditional 
area of Bangalore, she found that gulkand 
(a sweet preserve of rose petals) was the 
most commonly used food item, so the 
store made a gulkand section. 


\shni'’s professors vouch for this 


quality of hers. Swati Unakar, Head of 


l'extile Department at Bangalore-based 
Srishti School of Art. Design & 
Technology. recalls that Ashni was quick 
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in completing a project of designing a 
furnishing material for a client. "She 
interacted with the customer and 
was able to meet the deadline,” says 
Unakar. 

Today, Ashni is working on “fam- 
ily centre stores", which could be- 
come a community meeting ground. 

Her cousin, on the other hand, 
is ambitious about addressing the 
demand for a one-stop home solu- 
tion needs. "My aim is to tap demand 
opportunities and create consump- 
tion," says a confident Vivek, who 
also looks after E-Zone, the electron- 
ics chain. After graduating from the 
University of Michigan, he spent a 
few months in Kishore Biyani's 
office to understand the various group 
businesses and chose to be part of 
the home solutions business. 

RACHNA M. KOPPIKAR 


ASDDLDIyani. 2) 


General business management $i 
course, Stanford. 3 


Work experience: None. 
In family business : Since 2007. 
Now: Director, Future Ideas Group. 


Lesson from parents: Be a keen observer 
and learner in life. 


Fast forward 2020: | wish | had planned 
so much about the future. 





Vivek Biyani, 24 ... 


BBA, University of Michigan 
Work experience: None. 
In family business : Since 2008. 


Now: Director, Home Solutions Retail 
(India). 


Lesson from parents: The value system 
they inculcated in us since childhood. 


Fast forward 2020: Play a role which 
decides the Future Group's financial 
investments and business related 
investments. 











Changing 
Lifestyles 


hen I was young. my 
grandfather used to call 
me and my cousins and 
ask us to tell him about 
some good thing that we had done 
that day. And we always tried to 
outdo each other to be in his good 
books," says Upasana Kamineni, 
Executive Director, Lifetime Wellness 
RX, and Vice President, Apollo 
Charities. "His vision of touching 
a billion lives has stayed with me 
since then," she says, referring to her 
grandfather, Dr Prathap C. Reddy, 
Founder-Chairman of the Apollo 
Group. the country's biggest health- 
care chain. 

At a time when most women 
her age and background are at- 
tending champagne soirees, 
Upasana is deep into philan- 
thropy. At Apollo Charities, 
Kamineni has supported initia- 
tives such as Sach (Save a Child's 
Heart) Foundation, Sahi (for the 
hearing impaired) and Cure for 
cancer. She feels she is a perfect fit 
at the Apollo Group. 











Upasana 
arria 


Global Marketing Mgmt. 
from Regents College, London 


Work experience: With Apollt 
Group of Hospitals. 


in family business: Since 2008. 


Now: Executive Director, 
Lifetime Wellness RX, and 
Vice President, Apollo 
Charities. 


Lesson from parents: Educate, 
empower and liberate 
those in need. 


Fast forward 2020: Touching 
over a billion lives. 






At Lifetime Wellness Rx, she 
steers group activities like health 
talks, assessments and camps and 
research into lifestyle disorders. 

“The need to address lifestyle dis- 
orders is close to my heart as, being 
an overweight teenager, I was a vic- 
tim myself.” she says. Kamineni feels 
the biggest strength of Apollo 
Charities lies in addressing these 
ailments, which are also the focus 
areas of the hospital parent. 

ANUMEHA CHATURVEDI 
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INHERITORS 
LAKSHMAN 
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Lakshman 


Masters degree in Management 
from Purdue University, US 


Work experience: Management 
trainee in TRW Automotive 

Inc., a Rane joint venture partner, 
for two years. 


In family business: Since 1998, various 
positions at Rane TRW Steering. 


Now: Managing Director, Rane 
TRW Steering Systems. 


Lesson from parents: The importance 
of planning. 

Fast forward 2020: Spearhead a 
decade of growth for Rane. 

Best friend/guide in India Inc.: 

M.M. Murugappan, Vice Chairman 
of the Murugappa Group. 
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Steered into the 


Hot Seat 


WS here had never been any 
B doubt that Harish would enter 
B the family business, so his 
overseas study plans were 
tailored to this end. (Brother Vinay, 
currently settled in the Us, was 
given the option of coming back if he 
chose to.) 
Ten years ago, their father 
N. Lakshman, a second generation 
family member, had drawn up a 
succession plan in which 
Lakshman's vounger brother 
Ganesh was to get his place in the 
sun as Chairman, to be followed by 
Harish. Ganesh had already put in 
several vears at Rane at that time, 
and has subsequently been 
Chairman for the past three years. 
Harish says that he has inherited 
values like hard work and honesty 
from his father. To his credit, he has 
grown Rane TRW Steering s turnover 
from Rs 85 crore (when he joined) to 
Rs 350 crore. He was also at the 
forefront of Rane's transformation 
through a total quality manage- 
ment drive. Four of the seven com- 
panies won the Deming award. 
Recognising that the group had 
done enough of inward looking. 
Harish acquired an aluminium die 
cast foundrv for Rs 7 crore in 2005. 
Swift decision-making is his 
strength, and impatience, he says, is 
his weakness; but this could actually 
translate into a positive outcome of 
growth for the group. 


NITYA VARADARAIAN 
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INHERITORS 
PIRAMAL 


Fighting Fit 


ver since the Piramal family split in 2004, 

the three sons of the late Ashok Piramal 

bounced back to craft their own niches, 

guided by mother Urvi Piramal. The split lett 
Harsh, Rajeev and Nandan with real estate and tex- 
tiles, the traditional family businesses. 

Harsh, who now manages the textile and 
auto-components business, started off with a ven- 
ture capital fund in 1995, then joined the family's 
corporate office, took a break to pick up an MBA and 
returned to join the real estate and pharma busi- 
ness in 1999. He also tried his hand at an rr serv- 
ices start-up. In 2000, he was back to the group 
and turned around the non-pharma businesses 


within 1 5 months. 


(Late) GOPIKRISHNA PIRAMAL 


Dilip (Late) Ashok Urvi, wife Ajay 


Harsh Nandan Rajeev 


In the family split, these divisions went to Ajay 
Piramal Group, while Urvi got textiles and auto- 
components and real estate. It was painful to lose 
the business his sons had nurtured, but it helped 
them move ahead faster. "...It was the best thing 
which could have happened... responsibilities got 
defined," explains Rajeev, who has been with the 
real estate business from the day he completed 
his studies in 2001. 

Rajeev's first challenge was in getting clear- 
ances for India's first mall, Crossroads, in Mumbai 
(later sold to Future Group). Peninsula Land, the 
eroup's largest division, turned out to be the only 
profit-making listed real estate company in the 
downturn of 2008. 

Nandan, the youngest of them all, is where his 
heart is: building up the group's fledgling enter- 
tainment and sports business. (See A Break from the 
Past on page 120). 


RACHNA M. KOPPIKAR 
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Rajeev Piramal, 33 


BBA, Baldwin Wallace College, USA 

Work experience: Only within the family business. 
in family business : Since Jan. 2001. 

Now: Executive Vice Chairman, Peninsula Land 


Lesson from parents: Operate or run a business in 
a manner that doesn't compromise on 
transparency and ethics. 


Fast forward 2020: To see Peninsula Land as a 
well-diversified real estate company. 


Best friend/quide in India Inc.: Jaydev Modi (Uncle), 
Chairman of Arrow Webtex. Deepak Parekh, 
non-Executive Chairman of HDFC Ltd. 





Nandan Piramal, 29 


Undergraduate from University of London 

Work experience: Worked in AZB Partners and UTV Software Communications. 

"an family business : Since April 2004. 

‘Now: Executive Vice Chairman, Jammin Entertainment and Pune Football Club Ltd. 
Lesson from parents: Do whatever you want to achieve with full dedication. 


Fast forward 2020: Expand the penetration of Ashok and Urvi Piramal Foundation 
to 10,000 villages, make Jammin Entertainment a front-runner in family 
entertainment business. 


Best friend/quide in India Inc.: Jaydev Modi (Uncle), Chairman of Arrow Webtex. 
Deepak Parekh, non-Executive Chairman of HDFC Ltd. 


MBA, London Business School 


Work experience: At Indocean Chase 
Capital Partners... set up an 
IT services firm in 2000. 


in family business : Since August 2000. 


Now: Executive Vice Chairman, Morarjee 
Textiles, and PMP Auto Components. 
Lesson from parents: If you want to be very 
successful, you have to work harder than 
everyone else around you. 


Fast forward 2020: Among the world's top 
three makers of wiping systems. 

Best friend/ Guide in India Inc.: Jaydev Modi 
(Uncle). Deepak Parekh, non-Executive 
Chairman of HDFC Ltd. 
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INHERITORS 
GOPINATH 


“| Will Chase My 
Passion 


allavi Gopinath combines 

the heart of a poet with the 

mind of a businesswoman. 

Her father, Capt G.R. 
Gopinath, rewrote the rules of the 
aviation business in India, while 
her mother Bhargavi runs a popular 
bakery in Bangalore. 

Pallavi herself is not in a hurry 
to decide what she wants to do in 
life: She has studied English 
Literature for five vears 
Shakespeare and T.S. Eliot. For the 
past 1 5 months, she has been part 
of her dad's logistics venture, 


Deccan 360, overseeing the oper- 


ations side, having armed herself 


with an MBA in aerospace from 
Toulouse, France, and with stints at 
both Airbus and arr. Before she de- 
cided to pick up an MBA, Pallavi had 
done her MPhil in media studies. 

She chose her dad's firm because 
"a start-up is a good place to learn”. 
Soft-spoken, she is nervous before 
crowds, unlike her dad who can 
hold his audience in thrall for hours. 
"I get easily intimidated or influ- 
enced by people." she reveals. 

Pallavi is not sure where she 
will see herself ten vears down the 
line—in her dad's firm or chasing à 
passion of her own. Given her MPhil 
in media studies, don't rule out 
journalism! 

K.R. BALASUBRAMANYAM 
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Pallavi GO 


MBA in Aerospace, Toulouse 


Work experience: Internship in BBC, 
Birmingham, UK; Airbus & ATR, 
Toulouse, France. 


In family business : Since 20C 
Now: Associate Manager, 
Deccan 360, Bangalore. 
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INHERITORS 
SURI 


The Siblings Check In 


year ago, Jyotsna Suri fired 
the coo of her company, 
Bharat Hotels Ltd. In previ- 
ous interviews with Br, she 





had talked of diflerences between the 
mindset of a professional and the needs 
of a family business ever since her 
husband Lalit Suri's death in 2006. 
In 2009, when Jyotsna had to 


take the helm, she put three of 


her four children—Divya, Deeksha 


and Keshav—in the posts of kp in 


Bharat Hotels. The fourth, Shradha. 


is currently mp at Subros, another 


family concern which is India's 
largest manufacturer of car air 
conditioners. 

The children, she admits, have 
taken a massive workload olT her 
shoulders. While she still calls the 
shots, clearing every major decision. 
other operational decisions are taken 


to a large extent by her children, 
whose educational specialisation fit 
in perfectly with the needs of a fast- 
growing hotel chain. 


In fact, over the past two vears, 


Bharat Hotels has grown at a faster 
pace than ever before in its history 
with all hands of the family playing a 
'. A case of a family together beat- 
ing professionals. 


KUSHAN MITRA 


Deeksha Suri, 2/ Shradha Suri Marwah, gl 


MBA, LSE ; B Economics & Information Systems, LSE 
Work experience: Family business. KC Work experience: At Subros since 2000. 
In family business: Since 2001. = In family business: Since 2000. D 


Now: Executive Director, Bharat Hotels. 


Lesson from parents: From father—to be appropriately 
aggressive. From mother-calmness in adversity. 


Fast forward 2020: Establish market leadership in budget 
and luxury segment and be an employer of choice. 


Keshav Suri, 24 


Now: Managing Director, Subros. 


Lesson from parents: Believe in yourself and 
lead by example. 


Fast forward 2020: #1 in our business domains 
where growth is propelled by ethics & values. 





(Clockwise from bottom 
left) Jyotsna Suri with her 


Divya Suri 




















MSc International 





z kids, Shradha, Deeksha, singh 35 
Management from King's ay Divya & Keshav (middle) X is. , 
College London; A Law, King's College London ` 
LLM, SOAS, London Work experience: 
Work experience: Practising at Delhi High 
Family business. Í Court, Supreme Court. 


In family business: Since 2007; f BULL In family business: Since 
became ED in 2009. l W 2006. Became Executive 
Now: Executive Director, | H ut y Director in 2009. 

Bharat Hotels. Ri Now: ED (Legal Affairs), 
Lesson from parents: To make Wi Bharat Hotels. 

the impossible possible. Lesson from parents: Devotion 






to duty and hard work. 


Fast forward 2020: To be the 
leading hotel chain not onh 
in India, but internationally 


Fast forward 2020: | see 
India as the #1 destination 
globally. 
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The world needs better and more affordable healthcare. That's why 
we've developed better technologies and more efficient IT solutions. 


hospital processes before, during and after treatment. From imaging and lab Systems that help provide more accurate diagnosis to managing ! pital 
more efficiently, we can save money that can be put to better use — saving lives 


www.siemens.com/answers S| EM ENS 


f 

E 

be | 

bad 

d 

n. 

With life expectancy on the increase, healthcare is becoming more expensive. We offer innovative solutions to improve the quality of care at 


INHERITORS 
IRFAN/ADVANI 


BBA, American InterContinental | 
University London 


Work experience: 
Marketing Executive 
in Prestige Group from 
1999-2001. 


Now : Executive Director 
(Corporate Communications), 
Prestige Group 


Lesson from parents: Never 
take anything for granted, 
especially relationships 
and nfoney. 


Fast forward 2020: Ensure the 
company has grown globally. 
Best friend/quide in India Inc.: 
None; always my father. 


An Identity of her 


Own 


ntrepreneurship was her calling: 

she had founded a tiny enterprise, 

Sublime, when she was barely 

1 3. (She is too shy to reveal its 

business line.) Now 30. and Executive 

Director with the Prestige Group. the 

Bangalore-based real estate company. 

Uzma Irfan has revived Sublime—to 
handle the group's advertising. 

Given a chance, Uzma would have 


jumped straight into the business her 


grandfather founded in Bangalore 24 
vears ago soon alter her BCom. But her 
father Irfan-Ragzack. cv. Prestige, was 
firm about her higher studies. Alter work- 
ing for two years as a Marketing 
Executive. she went to the American 
InterContinental University in London lor 
a Dachelor's in Business Administration. 
She was on the Dean's list. too, for dis- 
tinguished academic performance. 
When she returned to join the busi- 
ness in 2006 after five vears in London. 
Uzma had to first go through a three- 
month training to figure out where she 
could fit and add value. It was on the 
branding side that she discovered a gap. 
She took that on, and lifted the pub- 
lic image of the company, says an ind- 


ustry observer. The Rs 1.000-crore 


group, which has 20 million sq. ft of 


development, is slated for a listing. The 


mother of three-year-old Alayna finds 
time for her family, Married to Zaid Sadiq, 


also a Director with the company, she has 
kept no domestic help. She does all house- 
hold chores herself, that’s part of values 
she imbibed from her mother. Of late, 
she has taken on another kind of brand- 
ing, too: to create her own identify distinct 
Irom her father's. Her belief in life: "Pride 
goeth on horse back happy and gay, but 
comes back on foot begging its way.” 


K.R. BALASUBRAMANYAM 
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Cruise 
Control 


Vir Advani, 34 


President (Corporate Affairs & 
Special Projects), Blue Star Ltd 


Iter picking up two degrees 
one in Systems Engineering 
and the other in Economics 





from the University of 
Pennsylvania, Vir Advani headed for 
a private equity job. "If I have to get 
exposure overseas then it should be in 
an area that 1 won't be able to work 
when back in India," Vir used to tell 
his father Suneel Advani, Vice 
Chairman and Managing Director of 
Blue Star. the airconditioning major. 

Vir did two vears with a private 
equity firm in New York, then ret- 
urned home in 2000 when Blue Star 
demerged its infotech business. In 
2004, he set up an engineering BPO, 
but it had to shut down one of its 
large divisions. 

Vir switched to the parent Blue 
Star in 2007, where he overhauled 
processes. Today, Vir, as President 
(Corporate Allairs & Special Projects). 
is part of the top leadership, but is not 
aiming for the top as there are pro- 
lessional managers. 


ANAND ADHIKARI 
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Riding miles through the countryside just to say 


“I miss you” 


ith great mileage for 25 years, going that extra mile is always easy for a Hero Honda rider. Fill it. Shut it. Forget it. 


Hero Honda Motors Ltd. : Regd. Office : 34, Basant Lok, Vasant Vihar, New Delhi - 110057. 


For tuthe iata mation, cay Qu toll.trae no i ui i 16 rog? RSW yy gadunes or Yg’ our | ug Mid ‘Gree ram 
| | | 





INHERITORS 
MALLYA/BALSARA 


No Flight 
Plan Yet 


Siddharth Mallya, 23 


BBA, University of London 


com 


Æ = stheson of India Inc.'s biggest 


Te 
W party animal, Siddharth 





Mallya is like a (much slim- 





V mer) chip off the old block. At 
the launch of the 2010 Kingfisher 
Calendar at his father Vijay Mallya's 
Mumbai mansion, Siddharth was the 
life of the party, with Bollywood 


www.indiatodayimages 


starlet Deepika Padukone at his side. 
Siddharth’s role in his father's 


iN 


business is minimal today. In 2009, 


IN 


Vijay Mallya had told sr that his son z 
had been given a choice of businesses 
to learn (from breweries and spirits 
to aviation) and chose breweries, s 
where he has been learning the ropes 

from Mallya's managers. 

Mallya Senior has built up quite Working Up 
an empire. With the dynamics of all 
UB Group businesses changing every 
day, the challenges Siddharth faces 
may be greater than what his father 
ever faced, when he had to take over | R | 79 
20 upon Vittal did d »dlà, 
MA Marketing from Bristol 
Business School, UK 
Work experience: Six years 
at Madison. Management 
trainee in first year to client 
servicing in second; working 
in business development and 
diversification from third 
year on. 


In family business : Since 2004. 


Now: Business Development 
& Diversification Manager. 


Fast forward 2020: | would like 
Madison World to be known 
as a large, agile and interna- 
tionally renowned communi- 
cations group. 


the reins at age 


Mallya's demise. 





Best friend/guide in India Inc.: 
My dad, mostly. 
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espite being heir to the large, 
family-run media business, 29- 
vear-old Lara Balsara knew that 





there was never going to be an 
easy path to the top slot at Madison World. 
Her success in the business would be 
judged on her professionalism and knowl- 
edge of operations. So said her father. 
Sam Balsara, Founder-Chairman ol 
Madison World. 

As Chairman and Managing Director, 
the senior Balsara ensured that his daugh- 
ter started out as a management trainee in 
March 2004. ^ 
my performance output was scrutinised 


Dad is a tough master, even 
before I was promoted,” says Lara. So, the 
six years at Madison have not been very dif- 
ferent for her from working in a company. 
There have been advantages, though. 
"Responsibility comes at a young age 
because of which the opportunities to 
grow and network are higher,” says Lara, 
who handles business development and 
diversification. She has set up outdoor 
and mobile services, and helped Madison 
enter Sri Lanka. Now, she looks forward 
to leading the business her father built. 
\NAMIKA BUTALIA 


Welcome to the youngest country on earth. 


There is no better place to enjoy your summer vacation than New Zealand. With a vast array of amazing 
experiences for you to enjoy whether you're looking for a thrilling adventure or a relaxing break. 
Book now for the special all-inclusive fare from Singapore Airlines. Valid for sale from 8 February 
to 7 March 2010 for travel between 1 March to 30 June 2010. Other conditions apply, 
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INHERITORS 
RAHEJA 


At Work, donot 
Disturb 


hey are also inheritors being 
groomed to take over the 
baton—but away from the 
media glare. Take Aalok D. 
Shanghvi. 21, heir-apparent at 
Sun Pharmaceutical. He has been 
in the family business since 2007 
but is nowhere near the board- 
room. Sun's Founder Dilip 
Shanghvi has made him start as 
a product executive. 
Anirudh Dhoot. heir-apparent 





to the $2.5-billion Videocon Group. 
UMESH GOSWAMI/WWW.indiatodaylmages.com has worked his wav up to the post 
of ceo, Electrolux India, having 


hen Hathwav Cable & Datacom been in the familv business since 


Ltd, a provider of cable rv and 2002 and seen his first business 


broadband services, closed its ini- plan fall apart. 


tial share sale recently, Akshay "Whatever questions you have 


Raheja's 17 per cent stake turned out to be lor him, I will answer them. Anirudh 


Hyperactive 


worth some Rs 625 crore. Not bad for less is still learning on the job." says his 


Mediaman 


Aksnay 
Raheja, 2/ 


MBA, Columbia Business School 


Work experience: 
With Hathway Cable & 


In family business: Since 2006. 
Now: Director, Rajan Raheja 


Lesson from parents: 
My father's advice-What 
you can't cure, endure. 


Fast forward 2020: 
A huge, successful, 
profitable business. 


Best friend/quide in India Inc.: 
| look up to Deepak Parekh; 
he’s a phenomenal leader. 
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than four years at a company controlled by 
father Rajan Raheja, 

Those years have been hard work for 
Akshay, a Columbia Business School grad- 
uate. Since 1998, Rajan Raheja has led the 
change in Indian Tv viewing habits and 
broadband usage—spreading Hathway's 
reach to 125 cities and towns. In 2006, 
when elder son Akshay returned from 
Columbia, he was handed over daily res- 
ponsibilities at Hathway. 

With that, the focus of Hathway moved 
forward towards building strong man- 
agement teams, delivering consistent and 
quality services, and expanding its reach. 
Akshay's brother Viren has been helping in 
that transition. 

"We're hoping to spread our net, build 
on infrastructure and ensure that our busi- 
ness model allows our one-million-and- 
counting users to enjov high quality serv- 
ices,” says Akshay. who ranks impatience 
among his shortcomings. 


\NAMIKA BUTALIA 


father Venugopal. 

Tariq Premji is with rr billion 
aire Azim Premji s eponymous 
Foundation, but well hidden away, 
with few clues on what he does. 

And don't forget the daughters 
armed with MBAs, Take Savitri Devi 
Singh, one of the daughters of Raji\ 
Singh, pir Vice Chairman. Savitri, a 
Wharton graduate, has been with 
DF Commercial Developers Lid for a 
year as a Vice President. 

Pia, Tara and Veer, the two 
daughters and son, respectively, of 
Analjit Singh, founder of the $1- 
billion Max Group, have entered 
the family business over the past 
lew years. Arathi Krishna, daugh- 
ter of Sundram Fasteners Ltd 
Chairman Suresh Krishna, is aboard 
as Executive Director. 

DHIMAN CHATTOPADHYAY. 
SHALINI S. DAGAR & 


RACHNA M, KOPPIKAR 


NEC GIVES THE PENINSULA 
SHANGHAI WHAT IT NEEDS - 
SEAMLESS SERVICE. 


The newly opened Peninsula Shanghai has everything 
a world-class hotel needs to differentiate its property: 
extraordinary service, five-star dining and Unified 
Communications from NEC. With a fully-converged voice 
and data wireless LAN throughout 99.9% of the hotel, 
over 200 guest service staff on the move are connected 


to applications that enable immediate responses to 


guest requests. Says Shane Izaks, “We make sure that f Mr. Shane Izaks 


be 


our guests are well looked after and all their needs are — 
taken care of, thanks to NEC" | 


General Manager, IT 





Learn how NEC can partner with your Empowered by Innovation Ni Eq 
company at 


UMESH GOSWAMI/www.indiatodayimages.com 


ager BUSINESS 


Business Discontinuity 


Heirs at India's leading IT families say “No, Thank You”, play reticent, 
or even walk away as their fathers get ready to retire. ranut sacuiTANAND 





er life has tracked the story capital fund before her current avatar. after stints at Gc and consultancy firm 

of India's most respected She's under no illusions that being Bain & Company. 

contemporary enterprise, the daughter of Murthy, Indian ris A Harvard Business School 2005 

Infosys Technologies. Born —— most-recognisable face, will help her alum, Rishad has been front-ending 

a year before her father venture. But comparisons with Daddy acquisitions and playing a pivotal role 
founded Infosys with six of his friends, Dear are inevitable. The expectation in growing rr service revenues and is 
Akshata Murty, 29, is stitching a story among friends and family "is that I keen to drive Wipro's expansion into 
all of her own. The first-born of  willcreate a billion-dollar fashion label new categories such as clean energy. 
Murthy and half-inheritor of his — within the next few years", she says. A change of guard may be sooner 
wealth, Murty's (she spells her name Akshata's flight into a new world is than later at Wipro, no matter how 


after her mother Sudha) vision for 
her life is polarly different from her 
father's business. 

Akshata is, instead, building an 
eponymous woman's fashion label 
locussed on preserving eastern art 
forms. A B-school graduate from 
Stanford, she cut her teeth at Deloitte 
and Unilever, and worked with a clean- 
tech focussed Silicon Valley venture 





finding a parallel elsewhere, some 
2,000 km north, in Delhi. Roshni 
Nadar, the only daughter of Shiv Nadar, 
Chairman of the nci. Group , has been 
inducted into a holding company, but 
she's clear that social enterprise was 
where she wanted to head. So, edu- 
cation is where she will spend at least 
five years. For someone who can walk 
into a $5-billion business, wealth cre- 
ation is last on the heiress’ mind: 
“Money-making and education do not 
go together,” she beamed, in a con- 
versation with Business Today last year. 

At Infosys’ cross-town rival, Wipro. 
another heir is taking baby steps. 
Rishad Premji, 33, widely speculated 
to succeed father and Chairman Azim 
Premji, has been working up the ranks 
for the past two years—starting with 
the financial seryices team to the cur- 








reticent the company may be about it. 
(Wipro declined an interview with 
Rishad and a photo request. ) 

The story is somewhat different 
at Mumbai's Patni Computer, India's 
oldest tech services firm. The 32-year- 
old son of Chairman Narendra Patni, 
Anirudh, the only contender to the top 
slot, left earlier this year as differences 
cropped up with the management 
headed by a new cto Jeya Kumar. 
The sons of Co-founder Gajendra 
Patni—Amit Patni and Arihant 
Patni—had already opted for a career 
outside the family business in areas like 
legal outsourcing and infrastructure 
projects. The scions declined to par- 
ticipate in this story. 

For India's most successful sunrise 
industry, clearly, there isn't really a 
model succession experience. © 

ADDITIONAL REPORTING. BY 
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ew Opportunities 
for Big Return 





The 107*^ Canton Fair 


Business opportunities are waiting for you. From April 15 to May 5, 2010, you will find solutions to 
your business in the 107th session of China Import and Export Fair (Canton Fair). More Busine 
opportunities will definitely bring you big return. 


Phase 1 


Electronics & Household Electrical Appliances; Lighting Equipment; Vehicles & Spare Parts; 
Machinery; Hardware & Tools; Building Materials; Chemical Products; International Pavilion 


Consumer Goods; Gifts; Home Decorations 
Phase 3@. | AE- 


Textiles & Garments; Shoes; Office Supplies, Cases & Bags, Recreation Products; 
Medicines, Medical Devices, Health Products; Food & Native Produce 


Venue: China Import and Export Fair Complex 


Address: No.382, Yuejiang zhong Road, Guangzhou, China 

Hosts: Ministry of Commerce, PRC; People's Government of Guangdong Province 
Organizer: China Foreign Trade Centre (CFTC) 

Contact: Foreign Liaison Department China Foreign Trade Centre 

Tel: 86-20-26089999 Fax: B6-20-89138888 Email: infof)cantonfair org.cn 


www.cantonfair.org.cn www.cftc.org.cn 


FAMILY BUSINESS 
COLUMN 








n Europe, the phrase is "from clogs 

to clogs". Harvard Business School 

prefers to label the phenomenon 
"the third generation syndrome". The 
Marwaris, a hardy Indian business 
community originally from Rajasthan, 
are more blunt: the first generation 
starts the business, the second gener- 
ation grows the business, and the 
third generation destroys it. 

There is data to prove this axiom. 
albeit data based on European firms. 
According to Switzerland-based 


business school tmp, 40 per cent of 


new family-run businesses die within 


DR GITA PIRAMAL 


BUSINESS HISTORIAN, AUTHOR 
AND CHAIRMAN, ERGO 


In Defence of 
Business Families 


by a business family member survive 


the critical first five years. Also, that of 


these 60 firms, only 21 make it to the 
2"d generation. 

At this point, it is worth men- 
tioning the Pareto Principle (better 
known as the 80-20 rule) which 


argues that roughly 80 per cent of 
the effects come from 20 per cent of 


the causes. Angel investors (firms 
who provide the seed capital for start- 
ups) and private equity funds take 
this principle very seriously, and 
calibrate their investments and ko! 
projections accordingly. 


“The social mores in India are geared towards 
protecting the family business" 


the first five years, 66 per cent of the re- 


mainder die or leave the control of 


the founding family during the 15 


generation, and only 17 per cent of 


the remainder make it into the 3" 
generation of the founding family. If 
one does the math, these figures assert 
that 3.57 per cent firms make it to the 
3 generation. 

There is no reason to believe that 
the data for India, or indeed any other 
country in the world, would be 
significantly different. 

However, I do believe that the 
same data can be turned around to 
assert a very diflerent outcome. 

According to the imp data, fully 
60 out of 100 new businesses started 


82 BUSINESS TODAY March 7 2010 





Returning to the mp data, we see 
that 21 companies are now being run 
by the 24 generation. Under their 
management, roughly 17 firms fail 
or are sold, and three firms make it to 
the 3™ generation. The 80-20 rule 
has once again kicked in: data does not 
support the traditional notion that 
the "second generation grows the 
business". Once iMD completes its 
investigation, we will learn whether 
the 3™ generation does indeed de- 
stroy or grow the business, thereby 
challenging a view deeply embedded 
in corporate history. 

At the same time, what cannot 
be denied is that each generation must 
play a diflerent role within the firm if 


the latter is to survive and grow over 


ED 


Third time unlucky: IMD 
data suggests very few 
family Businesses survive 
to tbe fhird generation 
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FAMILY BUSINESS 
COLUMN 


ROLE OF THE FAMILY 


From personal observation, | would like to put forward a view on the differing roles of 


three generations in Indian family firms. 


ENTREPRENEURSHIP 






Pioneer 
CHARACTER 







Value Creation 





BUSINESS STRATEGY 





of Production 
MANAGEMENT STYLE 









the Wilderness 
TECHNOLOGY 





Introducer 


GROWTH STRATEGY 


Prime Mover 






INDIANNESS 


Exploiting 
Constraints 







© GITA PIRAMAL 


33% 


of S&P 500 companies 
are family businesses 





decades, especially in the volatile 21" 
century. Also, India, like China, is in 
the process of developing new ways 
of managing, ways which do not have 
a Caucasian heritage nor do they 
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Brave Dreamer 






Collector of Factors 








Building Company in 






FEEDBACK WELCOME AT GITAPIRAMAL@ERGO.IN 


of BT500 companies are 
family-owned 








Quiet Builder 





Price Warrior 








Value Leverage 
Value Definition 










Maximiser 


Asset Creator of 
Competitive Advantage 





Running Company 


Efficiently Redefining Purpose 
and Processes 







Adapter 
Swadeshi 






Consolidation 





Expansion 









e 
Opportunities 





Overcoming 
Limitations 


Speed 





Imagination 


95% 


of all Indian firms are 
family businesses 


Source: BT500, E&Y and McKinsey 


resemble well-recognised, globally- 
admired American practices. In time, 
as happened to Japan in the 1980s, 
these Indian and Chinese manage- 
ment methods will come to be artic- 


ulated and documented. 

Bevond the 80-20 rule and the 
roles of different generations in the 
history of the family firm, an 
interesting new dynamic is taking 
place. Legacy—the conviction that 
one is not just building a business, 
but providing a stable and successful 
future for the next generation—is one 
of the most important aspects of the 
Indian family business. In the West, 
ageing entrepreneurs either sell off 
the business or close it down if their 
children don't want to run it. 

In India such an approach is 
largely unthinkable. It's assumed 
that children will continue the fam- 
ily venture, and that parents are 
building the business for that very 
purpose—not to sell it. Indian cul- 


"Each generation must 
play a different role if 
the firm is to survive 
and grow over decades" 


ture, like most of Asia, puts soci- 
ety at the centre of its loundation, 
unlike the West, and particularly 
the us, where the individual is the 
core pillar. Hence, Indian social 
mores are geared towards protect- 
ing the family business. These social 
mores translate into government 
regulations which make it very 
hard to close down a business. 
Further, if a firm downs its shut- 
ters or is sold, it is automatically 
assumed that there was a failure 
of some kind, rather than a rite of 
passage in an entrepreneur's long 
working career. 

Very recently, we've seen some 
changes to this culture, from lead- 
ers like Hemendra Kothari (a mer- 
chant banker who sold his stake 
in DSP Merrill Lynch to Merrill 
Lynch) and Narotam Sekhsaria 
(founder of cement major Gujarat 
Ambuja), but these businessmen 
are still seen as outliers. © 





a" Forbes 
Marshall 


Trusted Partners. 
Innovative Solutions. 












Why can't a boiler have an email id? 


A philosophy that created the country's first online smart boiler system. 


"orbes Marshall developed Effimax, India's first smart boiler system 
By being online 24 hours a day, 365 days a year, boilers across 
the world, now have the ability to monitor and report their 


Today, Forbes Marshall is a leader in process efficiency and energy 
conservation through technology tie-ups and focused investments 
in manufacturing and research. Joint ventures with the world's 
3erformance. Effimax provides live data and real time diagnostics leading names enable Forbes Marshall to deliver a range of products 
that are extremely accurate. This enables optimum fuel 
consumption and boiler efficiency, leading to lower operating costs 
and higher productivity 


and services that cover the entire spectrum of energy generation, 
energy efficiency, process automation and energy conservation 


To find out what we can do for you, please email us at 
Ww hy@forbesmarshall com 


Energy Conservation Environment | Process Efficiency www.forbesmarshall.com 
4-34/35, M.1.D.C., H Block, Pimpri, Pune 411 018, India. Tel.: +91 20 27442020, 39851100, Fax.: +91 20 27442040 
*B # 29, Mumbai Pune Road, Kasarwadi, Pune 411 034, India. Tel.: +91 20 27145595, 39858555, Fax.: +91 20 27147413 


orbes Marshall Forbes Marshall Arca Forbes Marshall Codel J N Marshall Krohne Marshall Spirax Marshall Forbes Vyncke 
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Trade your early mornings and late nights for a special feeling called nirvana. And you'll find your 


and other therapies along the way. Sooner than you know, your body will meet its soul. And you'll re: 


Royal Retreats | Spa Sojourns | Romantic Rendezvo 


Taj Holidays Winter Collection offers starting at Rs. 10,000 per couple* (select 


destinations) and vali 


or write to reservations@tajhotels.com or visit www.tajhotels.com/tajholidays or contact your local ti 
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nily Getaways | Cultural Carnivals | International Odysseys 
March 2010. For more information call Taj Reservations Worldwide at | 800 111 825 (toll free) / 022 6601 1825 


nt. Also available, Incredible Royal Escapes and Best of Kerala itineraries. *Terms and conditions apply 
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Srinivasan with fatttér A. Sivasailam. 
The portra is of her grandfather and 
group founder S. Anantharamakrishnan 





he genesis, growth and evolution 

of the Amalgamations Group ran 

parallel to the final throes of India's 
freedom struggle. My grandfather S. 
Anantharamakrishnan, the then 
Company Secretary of Simpson & 
Company, won the admiration of the 
British management for his sheer bril- 
liance, vision and dedication. They 
fondly called him ‘J’. Foreseeing their 
impending departure from India, the 
British felt the need to entrust Simpson 
& Company in the hands of an enter- 
prising visionary who would steer the 
organisation in the right direction. ‘J’ 
was the chosen one. My grandfather 
did not have sufficient funds to buy 
them out all at once, but they were so 
convinced in his ability and leadership 
that they enabled him to purchase the 
shares and pay for them from the earn- 
ings of the business. 

'] wasted no time in driving the 
organisation onto a rapid growth 
path using mergers and acquisitions 
as a tool. Soon, it was a conglomerate 
of companies in diversified businesses 
such as trading (Addison & George 
Oakes), book sales (Higginbothams), 
coach building (Simpson & Company) 
and tea plantations (Stanes group of 
companies). My grandfather hired 
highly competent professionals and 
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FAMILY BUSINESS 
COLUMN 


MALLIKA SRINIVASAN 


DIRECTOR, TAFE 


Every Generation 
Has Had Its Qwn 
Unique Challenges 


empowered them to manage indivi- 
dual businesses. He initiated the idea 
of manufacturing as early as 1949 
and decided to enter the auto compo- 
nent sector through a new company 
called India Pistons and followed it up 
with manufacturing diesel engines 
with technological collaboration from 
Perkins (UK). His early and unexpected 
death in 1964 was a severe blow to 
the family. It laid the burden of head- 
ing a rapidly-growing diversified busi- 


fairness, ethics and trust. Everyone 
trusted him implicitly and he gained 
this trust with his inclusive style of 
management. After an initial phase 
of consolidation, he took the group 
further into manufacturing. TAFE, 
Bimetal Bearings, Addisons and AMco 
Batteries grew rapidly. It was an era 
when indigenisation was the key to 
expanding manufacturing strength. 
At such a time, he acquired appropri- 
ate technology for growth through a 


“The core values and ideals my grandfather 
and father practised have stood us in good 
Stead at all times-both good and bad" 


ness and the family on the shoulders 
of a young Sivasailam (my father), 
who was barely 28 vears old. 

While on the one hand my father 
had to manage a group of profession- 
als, gain credibility with them, work 
with them as an effective leader in 
consolidating the business. on the 
other, he had to nurture, align and 
encourage the family to reach a 
common goal. I believe his model of 
leadership has been unique as it is 
based on the overarching principle of 


host of joint ventures. 

Growth in an era of controls and 
Licence Raj had its own unique 
challenges and I would like to share 
one example. I remember the period 
between late 1960s and early 1970s 
when there was a huge demand for 
tractors. The tractor industry, however. 
was subject to price and distribution 
controls. We were in the process of 
expanding our capacity at TAFE and 
the low prices severely affected our 
profitability. Translated, it meant that 


@® TOYOTA 


Quality Revolution 


The planets favourite hybrid. 


Leading the hybrid revolution, and shaping the foture of cars, the new Prius is 
unlike any other. Its Hybrid Synergy Drive gives you three independent driving 
modes — Eco; Electric, and Power. Advanced features like Head-Up and Touch 
Tracer Displays, Electronic shift lever, Smart entry with a push-start, Traction 
control, 7 airbags, High fuel efficiency, Low. CO; emissions and many more. 


No wonder the planet lovest 
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while we were investing in the business, 
the Government would decide where, 
what and to whom we could sell. These 
were really challenging times. 

The core values and ideals my 
grandfather and father practised have 
stood us in good stead at all times— 
both good and bad. I learnt these values 
by watching them practise it. Today, as 
the group has grown in scale and size, 
we have formalised these values into a 
set of well-articulated guiding principles 
which we disseminate through the vi- 
sion and value statements of our or- 
ganisation. We have attempted to in- 
stitutionalise these in a structured and 
collaborative manner using employees 
as our value champions. 

In recent years, my father has 
taken on the role of a mentor with a 
view to grooming key professionals 
and family members by energising 
and empowering them. People like 
me have gained immensely through 
his mentoring. Transforming thought 
processes through subtle yet powerful 
one-liners has been his hallmark. 

Over the years, he has focussed 
on building strong relationships based 
on trust and transparency, the two 
pillars on which he evolved relation- 
ships into partnerships with stake- 
holders—employees, channel part- 
ners or vendors. This is reflected by 
the fact that we now have second and 
third generation employees, customers, 


dom to experiment, explore and grow, 
but ensured that a security net was 
readily available. India opened up 
in1991 and this brought about a 
completely different set of challenges. 
Liberalisation attracted multinationals 
who foresaw significant potential for 
tractor sales in India. We have in our 
industry fierce competition from both 


of growth. From every cyclical down- 
turn. we emerged leaner and fitter. 
Today we have a market share of 24 
per cent in India and more impor- 
tantly, TAFE has emerged as one of the 
most profitable tractor companies in the 
world. We have also laid the foundation 
for our global expansion. Our tractor 
plant in Turkey is under construction 


“The challenge now is to integrate GenNext's 
competencies in a manner that addresses 
personal aspirations as well as group's growth” 


the organised and unorganised sec- 
tors. Our challenge to drive growth 
aggressively, scaling up sales and 
having a significant presence across 
the country and across segments 
were key to fueling this growth. This 
led us to the strategic acquisition of 
Eicher Motors' tractor business in 
2005. My father's mentoring and 
our efforts led Tare and its subsidiaries 
to grow from Rs 85 crore in 1985 
to the Rs 4,700-crore we hope to 
close this fiscal. 

One challenge which tested our 
mettle thoroughly was the cyclicality 
of our business. Monsoons are a key 
factor driving tractor sales and every 
time the monsoon failed, our fortunes 
dipped. The 1999-2004 period was 


"My father has taken on the role of a mentor... 
Transforming thought processes through 
subtle yet powerful one-liners is his hallmark” 


dealers and suppliers. He has proven 
that strict adherence to ethics and 
nurturing long-term relationships is the 
foundation on which the success of 
the company rests. 

After completing business school, 
I joined TAFE in 1985. Ever since, I 
have gained immensely from his men- 
torship. He gave me enormous free- 
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really tough with tractor demand drop- 
ping by 15 to 20 per cent every year. 
That was when we decided to make 
our business model robust enough to 
generate profits even in the worst cycle. 
We brought down the break-even lev- 
els, de-risked the business, invested in 
R&D and attained capability to develop 
products and explored other avenues 


and our exports reach over 45 coun- 
tries. We have leveraged and strength- 
ened our association with AGCO, our 
partner for 50 years, for supply of com- 
ponents and aggregates to them, joint 
product development initiatives and 
marketing of tractors in select countries. 

Every generation has had a unique 
set of challenges to over come. In fact, 
the challenge for the next generation, 
as the group crosses Rs 7,500 crore in 
this financial year, is to scale up further, 
through global expansion, learn to 
tackle different cultures as they operate 
in varied geographies, drive techno- 
logical excellence, discover and de- 
velop the next wave of opportunities 
and ride that wave. 

Historically, sustenance of the busi- 
ness poses great challenges for the 
third and fourth generations. As the 
generations evolve, different family 
members will have diverse aspirations, 
competencies and strengths as the six 
of us in the third generation (My 
cousins and I) do. The challenge before 
the family now is to integrate Gen 
Next's specific competencies and 
strengths with the needs of the business 
in a manner that addresses personal 
aspirations as well as group's growth 
objectives. We also need to ensure that 
our core values continue to remain 
the cornerstone of our business as the 
group moves on into the future. © 

(As told to N. Madhavan) 
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"April 12- 14, 2010, The Kala Acadeny 
Hotels : Taj Fort Aguada, Taj Holiday Village, Goa, India 


The fast growing petroleum coke industry in Asia offers tremendous 
potential for core industries like cement, power, aluminium, steel, 
refining, etc. The 1“ Annual Asian Petcoke Conference will provide an 
overview of emerging Asian markets; in-depth analysis of challenges in 
production, marketing and consumption of petcoke in all key 
applications besides providing ample networking opportunities. 


The Conference is organized by Jacobs Consultancy (formerly The Pace 
Consultants Inc.), the world's leading authority on Petroleum Coke and 
other Carbon products, and will have participants from India, China, the 
Far East, the Middle East, Europe and the Americas. 





You simply can't afford to miss it. 
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JACOBS Consultancy 
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Once again, we sweep 


ll “Bike of the year” awards. 


an honour to walk up that podium and pick those coveted awards. For years now, Bajaj has been a 





teer in new technology; serving its customers with modern, innovative products. And now, the confidence 
wn in us by the automotive experts is just enviable. So while we go revel in this adulation, we would take 


opportunity to thank you. For we dedicate these awards to you. 
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Driven by 


(Clockwise from left) Suresh Krishna, Lakshmi Venu, Venu Srinivasan, 


Gopal Srinivasam R. O 





sh & K. Mahesh (seated) 
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DIGITALLY-MODIFIED PICTURE 


This year, the TVS Group completes 100 years. BT looks at what 
has kept this family business strong and growing. n. mavHavan 


t all began in 1911 when T.V. 
Sundram Iyengar started a rural 
transport service in Tamil Nadu. 
Three generations and 100 

| years later, the Tvs Group today 

is $5-billion conglomerate, with over 
25,000 employees across 43 com- 
panies, and operations in over 10 
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countries. The group's expertise inc- 
ludes manufacture of a wide spec- 
trum of auto components (brakes. 
brake linings, wheels, fasteners. rad- 
iator caps, tyres, electronic ignition 
switches, and electrical parts, to 
name some), two- and three-wheel- 
ers, apart from financial services 


INBFC, insurance and mutual fund) 
and logistics. 

Over the years, the tvs family 
has grown in size, too. Its third gen 
eration, which is making its way out 
lor the next generation, is almost 
20-strong. The fourth generation is 


even bigger at over 25, and 11 of 





The family members, as a norm, have no 


personal shareholding (apart from qualification 





shares) in the companies they manage. 


them have already been initiated 
into the business (see TVS' GenNext). 
Typically, in a family business, larger 
the family, the greater the complex- 
ities. But the Tvs Group has not only 
survived the third generation syn- 
drome, it continues to expand. A 
close look at how the family oper- 
ates reveals a distinct set of rules that 
the family members strictly adhere to 
and this may well be the secret of 
the family's success. 


SHAREHOLDING: The family mem- 
bers, as a norm, have no personal 
shareholding (apart from qualifica- 
tion shares) in the companies they 
manage. (There have been certain 
exceptions to this rule, but these 
have been made with the approval of 
the other family members). Each 
family holds proportionate shares 
in the holding company tvs & Sons, 
which, in turn, has the stake in var- 
ious group companies. This structure 
has suppressed individuality and 
kept alive the group identity among 
the family members. 


COMMUNICATION: The family has 
adopted formal and informal means 
of communication to share ideas and 
developments. The formal forum is 
the Board meeting of rvs & Sons, 
where each family is represented by 
three members. It is used to discuss 
group strategy, new opportunities 
and conflicts of interest (if any) with 
existing business. Informal meetings 
happen at family get togethers such 
as marriages, where the discussion 
invariably turns to business. Such 
a system is crucial to maintain a 
commonality in thinking among the 
family as its members grow in size, 
and unlike some family groups. 


which operate under the same roof, 
the Tvs family is scattered around 
Chennai and Madurai. 


OPERATIONAL FREEDOM: Each family 
member, who heads a particular busi- 
ness, has complete freedom to run it. 
Other family members cannot, directly 
or indirectly, interfere. If they do have 
any concerns or objections, they can 
raise it at the Board meeting of the 
holding company. Also, public criti- 
cism of family members or the business 
they head is strictly prohibited. These 
have ensured that there is no bad 
blood within the family. 


VALUES: The Tvs Group companies 
are well-known for certain attrib- 
utes whatever be the industry they 
operate in. They are quality (five of 
the group companies have won the 
coveted Deming Award for quality 
given by the Union of Japanese 
Scientists and Engineers), strong 
legacy of accountability, integrity, 
strong people focus (Tvs companies 
have many second and third gene- 
ration employees working for them), 
customer service and social respon- 
sibility. These values are ingrained 
into the family members fairly early 
in their life. Thus, when the next 
generation comes into business, their 
value system is in syne. 


SIMPLICITY: The tvs family mem- 
bers are taught to be simple and 
conservative. In fact, one unwritten 
rule among the members (and has 
been followed till now) is that they 
should not own a Mercedes Benz— 
a sign of opulence. This value has 
had a rub off effect on the business 
too. Most Tvs Group companies are 
either debt-free or very low on debt. 


FAMILY BUSINESS 
TVS 





TVS GenNext 


Fourth generation members 
in business. 


SEER EEE EERE EERE EEE EERE ORE 


(TVS Logistics) 


SPREE TEER HETERO REE HE 


(Srichakra Tyres) 


(Sundram Fasteners) 


PERSE E HHH HERR LLLI 


(Sundram Fasteners) 


(Sundaram Textiles) 


PPP PPI PPP eee 


(Lucas-TVS) 

Srivats Ram 

(Axles India/Brakes India) 
Harsha Viji 

(Sundaram Finance) 
Lakshmi Venu 

(TVS Motor Company) 





Their growth has been measured 
but consistent. This conservative 
thinking or rather lack of aggres- 
sion, some argue, has slowed down 
the pace of growth of the group. 
That may not be entirely true con- 
sidering that companies like Tvs 
Motor, Sundram Fasteners and Tvs 
Logistics have shown considerable 
aggression in terms of acquisition, 
large scale investments abroad and 
a rapid pace of growth. © 
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IP A L/ E* ABOUT TAKESOLUTIONS 
AS ra NS Ee 
gt NN Enabling Business Efficiencies. TAKE Solutions is a leading international business technology company with products 
backed by a strong domain expertise in Life Sciences and Supply Chain Management. With 
solutions and technology expertise in Business Intelligence and Business Process 
Management, TAKE's track record in delivering world-class solutions throughout global 
markets is well proven. Technological innovations have always been the driving force of the 
company, which in turn helps TAKE's customers achieve consistent growth in business. 


www.takesolutions.com 


WORLD THE WORLD CORPORATE GOLF CHALLENGE 
CORPORATE 
GOLF CHALLENGE 


The TAKE Solutions World Corporate Golf Challenge-India, is the official Indian qualifying 
tournament to select the Indian team for the World Final. This year’s regional tournaments 
are being held in Kodaikanal, Bangalore, Delhi and Mumbai with a national final contested 
by the winning teams from each city. We would like to welcome our presenting partner, 





Official qualifier for the 


World Corporate Golf Challenge Indian Terrain, who have added a fresh dimension to the tournament. 


www.takesolutionswcgc.com 





Promoted By Chennai Tue - Wed, December 29th - 30th at Kodaikanal Golf Club, Kodaikanal 
Mumbai Sat - Sun, January 23rd - 24th at Aamby Valley Golf Resort, Lonavala 
\ Bangalore Fri - Sat, February 26th - 27th at Eagleton Golf Resort, Bangalore 
Delhi Fri - Sat, March 5th - 6th at Jaypee Greens Golf Resort, Greater Noida 
Rishi Nara & National Final Sat - Sun, March 20th - 21st at Classic Golf Resort, Gurgaon 


www.rishinaraingolf.com World Final Mon - Sat, May 4th - 9th at Cape Town, South Africa 
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M.V. Subbiah 


Former Chairman, Murugappa Group 
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study family business—the 


| Ba Ny 
subject he had practised for over two Sd ^" Pad Q -5 









TH a dl 


business family who, after 
his retirement, chose to 


THINN 





"i 
decades. His one-year stint as a visit- 


ing scholar to the Centre for Family 
Enterprises at the Kellogg School of 
Management gave him an insight into — : 
the subject, especially in the context ofthe = E 
Indian environment. Speaking to 
N. MADHAVAN he explains how Indian 
culture has all the lessons for running a 
family business successfully—but 
unfortunately most businesses have 
failed to understand and follow it. 
Edited excerpts: 





How are family businesses in 
India different from those in 
other countries? 
Every country is different. Their cul- 
tures are different. For instance, at 
the age of 15, an Anglo-Saxon fam- 
ily lets the son go outside and fend for 
himself. On the other hand, we in 
India tend to protect our kids—we 
pay for their education and take 
care of their needs till they settle 
down in life. 

Also, in most parts of the 


Western world, the Law of 


Primogeniture operates where the 
first born son inherits everything 
whereas in India, it has always been 
all children, particularly the sons, 
are equal. When we understand the 
roots of our culture and those else- 
where, we get to know why certain 
things happen. If we want to be- 
come global, we need to adapt our 
cultural practices by retaining good 
things about our culture and 
assimilating some of the good things 
from other cultures. 


And are we doing this? 

No. We are not doing such things. 
We study in the West, come back 
and replicate their system. In the 
process we have lost our culture. We 
are not preserving the family values 
and traits that need to be brought 
into the company. We want to keep 
the family and business separate, 


= "A business family has many stages-such as 





controlling owner stage, sibling partnership 
Stage or cousin consortium stage. Each 
stage has its challenges” 


that’s what an MBA programme in 
the West teaches you. 

But the Japanese did this (kept 
family and business together) 


successtully in the 1960s. They held 
onto the good things in their culture 
like consensus building and deci 
sion making in the families and 
brought it into their business while 
imbibing brand building from the 


West to become global players. 


What lessons does Indian 
culture offer to family 
businesses? 

Our scriptures tell us that our lives 
Brahmachari 





have four stages 
(bachelor), Grihasthar (family man), 
Vanaprastham (moving away) and 
Sanyasam (renunciation). These are 
well thought-out stages arrived at by 
our ancestors, 

The concept of vanaprastham is 
probably most critical to family 
business. It is something we could 
call close enough to retirement 
What happens in most family 
businesses is that the successful 
entrepreneur does not find anyone as 
good as him to hand over the 
business and dies in office. This leads 
to succession problems. 

Our culture teaches us vana- 
prastham which means moving away 
to a small house outside the village. 
allowing the rest of the family mem- 
bers to run the show with a clear 
understanding that, if required, you 
are available for advice or consulta- 
tion. In fact, our scriptures teach us 
to live like a melon fruit which grows 
on the ground. When ripe, it detaches 
itself from the stem automatically. 
Other fruits which grow on trees, 
drop when fully ripe or get bitten by 
birds or squirrels and thus get dam- 
aged. The lesson is to move away 
when you are at your peak and when 
your feet are firmly on the ground, 
whatever be your profession. 


What else does our culture 
teach about running business 
that B-schools don't? 

There are plenty of other lessons. 
For instance, our culture expects 
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wealth creators to be like a sea 
whose level never rises despite mil- 
lions of cubic feet of water flowing 
into it every day. Whatever wealth 
they create, people are expected to 
have lots of humility and no ego. 
This is something that is not taught 
in B-schools. 

Likewise Thirukkural (a classic of 
1.330 rhyming aphorisms or Kurals 
in Tamil), written over two thou- 
sand years ago, says wealth and 
knowledge, if not shared, are use- 
less. Today, unfortunately, we need 
an NGO to tell us about corporate 
social responsibility and its 
importance. Another interesting 
teaching is that there are four types 
of capital—financial, intellectual. 
human and spiritual. Of these, 
spiritual capital is the most important. 
These values have been lost as Indian 
businesses just ape the West. 


What are the unique challenges 
family businesses in India face? 
A business family has many 
stages—such as controlling owner 
stage, sibling partnership stage or 
cousin consortium stage. Each stage 
has its challenges. In a typical fam- 
ily business, the first generation will 
sweat because it is its idea and am- 
bition. They have little time for the 
family and the second generation 
is invariably brought up by the 
mother who instills the values in 
the child. The son comes of age and 
the father asks the son to start at 
the bottom and work his way up 
just like him. 

When the grandson arrives and 
grows, the grandfather has retired. 
He has a lot of time to spend with 
the grandson and partly due to the 
guilt of not taking care of his son 
well, he showers the third genera- 
tion member with all the goodies. In 
short, the grandson grows up as a 
spoilt child. Imagine, a bunch of such 
people—the cousins consortium— 
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coming over to take up the leadership 
as the third generation. This leads 
to the classic third generation 
syndrome. Unlike siblings, who are 
brought up by the same parents, 
cousins come from different value 
systems. All these begin to affect the 
family and then the business. On 
the other hand, if the family is aware 
of the value system, it will 
consciously teach the next genera- 
tion those values which in turn keeps 
the family united. 


You mentioned earlier that, in 
India, we tend to treat all 

children as equal. Has this not 

led to fragmentation of busi- 
nesses which would otherwise 
have been on a global scale? 

(But the) Reliance group. for 


"In most family businesses, the successful 
entrepreneur does not find anyone as good 


CULTURE “= 
& FAMILY BUSINESS 





® Like the melon fruit which 
moves away from the stem when it 
is ripe, family elders must step 
down when they are at their peak. 


© All the rivers flow into the sea 
but its level does not rise. Likewise, 
people creating wealth should have 
a lot of humility and no ego. 


® There are four types of capital- 
financial, human, intellectual and 
spiritual. Of these, spiritual capital 
is the most important. 


* Wealth and knowledge, if not 
shared, are useless. 








as him to hand over the business and dies in 
office. This leads to succession problems" 


example, has become bigger after 
fragmenting. Most fragmented 
businesses have become bigger. That 
is the other way of looking at it. 
Everything has two sides. If we have 
pride and practice our culture, we 
can succeed, That is what Toyota 
did. The Japanese car maker and 
Hindustan Motors had signed the 
agreement with Oxford Motors 
around the same time. Toyota is 
world #1 today because they valued 
their culture. In our country we do 
not do so. 


To what extent have Indian family 
businesses professionalised the 
management? 

Even if you go back 100 years, 
Indian family businesses depended 


on professionals. How else can any 
business grow? If you need to grow 
you need to have more hands, more 
brains and more feet. The moment 
you need more of these, the family 
is not sufficient. So you have to 
look outside. 

My grandfather had started the 
business on his own but then he 
grew (his sons were very young) by 
training people, making them agents, 
and opened new branches in other 
towns by giving front end stock 
options to them. If you look at Burma 
and our small little community of 
Chettiars, it all started with some 32 
firms in the1920s and in the next 
10 years it grew to 1,600 firms. That 
could never have happened without 
the help of professionals. © 
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Volkswagen Motorsport and Castrol - Winners of the 2009 and 2010 Dakar Rally 
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Pre-iberalsation they constituted the top tier of indan 
business, only to flounder in a more competitive 
marketplace. Now their NextGen is attempting to 
come back by riding on new-found opportunities. 
SUMAN LAYAK WITH DHIMAN CHATTOPADHYAY AND ANUSHA SUBRAMANIAN 


visit to the office of the 150- 

year-old Khatau Fabrics 

Group in the Laxmi Building 

compound of Ballard Estate, 

Mumbai's erstwhile com- 
mercial hub, can be an unnerving 
experience. Guests are ushered into what 
was once the office of the late Sunit 
Khatau, the former Chairman of the 
textiles, cement and shipping group, 
who was shot dead in May, 1994. A 
large framed photograph of Khatau is 
placed on what was once his chair and 
other photographs of him hang on the 
walls of the large room. Nothing else 
seems to have changed—the furniture 
and even the items on the table remain as 
they were. A magnifying glass, and a 
miniature vintage car are among those 
items. Time has stood still inside the 
room—almost like a wish, a desire to go 
back to the past days of glory. 

For the NextGen in the Khatau 
family, however, the past is not the way 
to the future. Whilst one faction of the 
family, headed by Dilip D. Khatau, has 
inherited group company Varun 
Shipping. Sunit Khatau's three daugh- 
ters, Reena, Neesha and Aparna, are 
trying to revive the group —which at its 
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peak in the '80s boasted revenues of 


Rs 2,000 crore—by picking up con- 
temporary trends in textiles and retail. 

The Khatau story is one that finds 
echoes in some of the oldest business 
houses of India—establishments that 
were once among the country’s top- 
most. Right from the Mafatlals to the 
Kilachands to the Walchand Hirachand 
Group in the West. the Shrirams and 
the Modis in the North, the Bangurs in 
the East and the ppt group in the South, 
India's corporate landscape is littered 
with family businesses whose best days 
may be behind them. Some were 
broken by the violent trade unionism 
and gang wars of Mumbai in the ‘80s 
and others by family splits and compe- 
tition from global enterprises. Some 
made merry in the Licence Permit Raj 
and then found the going tough when 
India opened up its economy to foreign 
competition; others found themselves 
squeezed by the regulation and red tape 
of the Licence Raj itself, what with li- 
cences doled out only to a select few (in 
the quest for a ‘planned’ economy post- 
Independence), These are stories of some 
of India’s top business families that had 
been there. done that—and then lost 
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the plot or missed a trick. These are 
also stories of how the next generation 
of these families are trying to regain 
some of the lost glory, albeit in most 
cases with scaled-down ambitions. 


How the Damage Was Done 
Consider the Walchand Hirachand 
group. Founded in 1920, it was once 
among the top three business groups in 
India—olten counted after the Tatas 
and the Birlas even in college text 
books of modern India in the 'SOs. The 
group splintered into four parts in the 


mid- 90s. A third- generation scion of 


this group. Pallavi [ha (45), is today the 


Chairperson and Managing Director of 


Walchand PeopleFirst, which was for- 
merly Walchand Capital. In fact, 


Walchand Capital was the flagship of 


the group at some point in history. 
Jha still operates out of their legendary 
office building Construction House in 
Ballard Estate—where a road is also 
named after Walchand Hirachand. 


d 


c." 


M 
s 


É 


© 
2 


Pallavi's uncle Ajit Gulabchand today 
heads the much more successful 
Hindustan Construction Company 
(HCC). Pallavi's father, Bahubali 


Gulabchand, was the last Chairman of 


a unified Walchand Group. After his 
death in 1990, the tremors of a rifi 
were felt across the group and four 
years later the first split took place. 
"There was bitter fighting and the fam- 
ily broke,” recalls Jha. In the first phase 
when the Doshis and the Gulabchands 
slugged it out—]ha points out—it took 
close to four years for a settlement. 
After much haggling, a Rs 50-crore 
figure was arrived at as compensation 
from the Doshis to the Gulabchands. 
Ajit Gulabchand, who was the largest 
shareholder among the Gulabchands, 
inherited Hcc. The construction firm 
today is a flourishing business, growing 
at a robust 18.5 per cent annually in a 
fast-track sector, and ironically Jha, 
whose operations are not compara- 
ble in terms of size and scale, makes the 
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Family: Walchand 


Group patriarch: 
Walchand 


a (1920) à 
‘oak. 
Pallavi Jha, on, 


Walchand PeopleFirst 

Group's glory days: - 

Founded Premier Auto, HCC, 
Ravalgaon Sugar, Indian Hume 
Pipe, co-founded Hindustan 
Aircraft with the Khataus 


What set them back: 
Family split in 1992 and inability® 
to manage the Licence Raj 
NextGen in busi 
Pallavi Jha, da of 
Bahubali Gulab@hand, the 
ate eldéf brother of Ajit 
labchand, wheTuns HCC 





They are unable to cope in the 
new liberalised regime, and in a 
competitive marketplace. 


Family splits queer the pitch 
for some members who were 
left with bits and pieces or 
low-growth businesses. 


Resistance to change and 
reluctant to share control with 
professionals. 


Diversify into unrelated areas; 
show lack of strategic vision. 


NextGen lacks fire in the belly 
of the founders. 


point that: “If splits are not quickly 
reached, they can breed stagnation.” 

For the Khataus, a split in the mid- 
'80s only compounded their woes. 
Says Reena Khatau (34), Executive 
Director, Khatau Fabrics: "Unlike other 
members of the textile fraternity who 
were crippled by the Datta Samant- 
led strikes, the Khataus were largely 
unaffected. Sadly, it was around this 
time in the mid-'8Os that the family 
split." The company her father got, 
Khatau Makanji Spinning & Weaving 
Company, had set up a new mill that 
was set to come on stream. It was the 
first mill to make marble chiffon, an 
avant-garde fabric then, in India. But 
the inability to get loans in time and 
cost escalations made the mill—which 
had invested heavily in importing 
unviable. 
sunit Khatau's death in 1994 crip- 
pled the group, and three years later 
Khatau Makanji Spinning & Weaving 
Company was closed down (the group 


machinery from Japan 


has three mills, just one is semi- 
functional today); the workers went to 
court seeking salaries. The Khataus 
were down (but are not yet out, as we 
will discover later in the story). 


Aniani Kasliwal 


Family: Kasliwal 
Group patriarch: 


Brothers Abhaykumar 

Kasliwal & Shambhukumar 
Kasliwal (1948) 

Woman in picture: 

Anjani Kasliwal, Vice President, 
Luxury, Brandhouse Retail 
Group's glory days: 

Were among the top three 
textile manufacturers of the 
country till the ‘80s 


Realisation that preferences — 
were changing rapidly to ready- 
to-wear. Also, the businesses 
formally split in 2008 


NextGen in business: 
Anjani Kasliwal, Kartikeya 
Kasliwal, Anirudh Kasliwal 


New Opportunities: 
Looking at acquisitions, 
acquired brands in the US, 
UK, Italy, and Asia-Pac; 


IUXUTY ready-to-wear 
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Cut to north India where, in the 
1960s and 1970s, the Shriram family 
was considered one of the region's 
most influential business houses with 
a significant presence in textiles, chem- 
icals, sugar, automobiles, and edible 
oils. A group once known for its house- 
hold brands such as Rath Vanaspati, 
Usha fans and pcm textiles withered 
away once the second generation 
(Murli Dhar, Bharat Ram and Charat 
Ram-—sons of the founder Shri Ram) 
picked up the reins. By the ‘SOs, a 
large number of the family's businesses 
ran into losses. In 1990, conflicting 
aspirations between brothers took 
their toll on the group, which inevitably 
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split into four different entities: DCM 
led by Vinay Bharat Ram, bcm Shriram 
Industries led by Bansi Dhar, pcm 
Shriram Consolidated led by Ajay 
Shriram and Shriram Industrial 


Enterprises Ltd. under Siddharth 
Shriram. 

The Modi Group, too, went down 
the same road. Founded by Gujarmal 
Modi and his brother Kedar Nath Modi 
in 1933, it was one of the rapidly 
growing groups with interests span- 
ning from sugar to sponge iron to 
chemicals. However, the inability of the 
brothers to work together saw the 
business breaking into two pieces in 
1989, with Gujarmal’s five sons han- 
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dling one part and Kedar Nath's three 
sons handling the other. After the split. 
the decline of the erstwhile-success- 
ful Modi Group was quite apparent. 
B.K. Modi, son of Gujarmal Modi, went 
his own way and started the Spice 
Group, which has had limited success 
in telecom (where he sold the wire- 
less telephony operation for a cool 
Rs 2,720 crore). His son Dilip has 
taken charge of group company Spice 
Mobiles and daughter Divya is being 
groomed in financial services 


The Comeback Bid 


The good news for many of these 


families is that a fast-growing econ- 
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Dilip Modi 
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Family: Modis 





Group patriarch: 
Gujarmal Modi (1933) 


Man in picture: 

Dilip Modi, Chairman, Spice Mobiles 
Group's glory days: 

Founded companies Modi Rubber, 
Modi Xerox, ModiLuft, Godfrey 
Phillips India 

What brought upon the decline: 

Group split, foreign collaborations 
opted out, and economy opened up. 


NextGen in business: 

Dilip Modi; Samir Modi, MD, Modi 
Enterprises; Divya Modi, Executive 
Director, Spice Finance 


New Opportunities: 

Mobile handsets, mobile 
retailing, infotainment, 
finance and pharma 





omy is throwing up huge opportunities 


lor growth for the NextGen, most of 


whom aren't constrained by capital. 
Consider the Kasliwal family, which 
runs the 62-year-old S. Kumars group. 
It hit a rocky patch around the same 
time that Abhaykumar Kasliwal—the 
older of the founding brothers—passed 
away in April 2003. When the 
vounger Shambhukumar (the group 
bears his name, S. Kumar) took over as 
Chairman, the group slipped into a 
financial crunch. Debt of Rs 700 crore 
taken at a very high interest of 18 per 
cent needed urgent refinancing. Some 
of the company’s ambitious projects 
had also fallen flat. The Maheshwar 
power project launched in 1990 had- 
n't taken off and in apparel retail new 
brands such as Tamarind did not click. 
The brothers—Mukul, Warij (both 
sons of Abhay) and Nitin, Vikas and 
Ambuj— formalised a split in 2007- 
2008. While Warij and Mukul were 
given the school uniforms division and 
the power division and floated a new 
company M.W. Corp, Shambukumar's 
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sons too split the remaining empire in 
three. While Ambuj got Shree Ram 
Textiles, Vikas got Shree Ram Urban 
Infrastructure Company. Nitin Kasliwal 
ended up with the largest share of the 
pie—the main skNr (S. Kumars 
Nationwide Ltd) group which had over 
the years slowly refocussed its key area 
from uniforms to ready to wear gar- 
ments across all segments. 

Since then, SKNL has seen a sharp 
rise in its fortunes with net profit grow- 
ing every quarter. Says Anjani Kasliwal 
(23), daughter of Nitin, who is now 
Vice President of one of the family busi- 
nesses, Brandhouse Retail: "We di- 
versified from just being a manufac- 
turer of textile and uniforms, to being 
perhaps the only Indian textile giant to 
have a presence in all forms of fabric." 
However, the biggest casualty is the 
one-time monster brand S. Kumars, 
which is now reduced to being 
primarily a manufacturer of fabrics 
for school uniforms. 

Yet, the Kasliwals are still relatively 
better off. The Khataus had problems 
that threatened to finish the family off. 
Panna Khatau, the wife of Sunit 
Khatau, was handed down a sus- 
pended jail sentence in August 1997 for 


failing to pay salaries to workers of 


Khatau Makanji even after the court or- 
dered it. It was only in 2007 that things 


finally started turning around. Reena, 
the youngest among the three sisters 
(all EDs), says: "We have three large 
mills in Byculla, Borivali and Mahad (in 
the Konkan in Maharashtra) and in the 
next few vears we hope they will be 
buzzing with activity again." 

Elsewhere, Jha at Walchand has 
changed course totally. She has moved 
from financial services to human 
resource development and training. 
Jha prefers to see Walchand PeopleFirst 
as a 90-year-old start-up because it is 
a new avatar of a very old company. "If 
anyone wants to do a case study on 
transformational leadership. Walchand 
Capital (now Walchand PeopleFirst) is 
the company to look at." Jha has 
steered the company into consultancy 
services for performance enhance- 
ment and business skills development 
in partnership with the marquee Dale 
Carnegie & Associates. 

The task for the NextGen at these 
businesses is clear-cut. As Reena 
Khatau, with a large photograph of 
her father in the backdrop, says: 
"Let's get the business back on its 
[eet first." However, doing that invo- 
Ives not so much as revisiting the 
glory davs of the past but seizing the 
opportunities today presents. © 
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FAMILY BUSINESS 
INTERVIEW 


Prof. John L. Ward, 


Clinical Professor of Family Enterprises, 
Kellogg School of Management 


"SIBLING 
RIVALRY IS 

THE BIGGEST 
CHALLENGE FOR 


INDIAN FAMILY 
BUSINESSES” 





e not only teaches and resea- 

rches family businesses but 

also advises them in depth— 

hence the designation "clinical 

professor”. He is arguably the 
most sought after expert on family business 
and scores of families across the world 
consult him. Professor John L. Ward 
is no stranger to India and is often called 
upon by family firms in the country for ad- 
vice. In a freewheeling chat with 
N. Madhavan, he talks about why fam- 
ily businesses often don't last beyond the 
third generation, challenges Indian family 
businesses face, their approach to succes- 
sion planning/continuity planning and 
about the need to not just create wealth but 
to build great institutions. Excerpts: 


Who handles downturns, like the 
one we are experiencing now, 
better—family businesses or non- 
family companies? 

In general, family businesses handle 
down cycles diflerently from non-fam- 
ily companies. Family businesses stay 
more consistent in their investment 
spending, R&D, product and market 
development. They also tend to hold on 
to people and usually have lesser debt 
on their balance sheet. In fact, down- 
turns, for some family concerns, are an 
opportunity to acquire distressed or 
under-valued assets. However, fam- 
ily businesses which are listed on stock 
exchanges face the same challenges as 
non-family concerns. The real issue 
is how much any company subjects it- 
self to stock market expectations. In 
India, I find that these expectations 
are not as intense as they are in some 
parts of the world. 


What are the major challenges 
family businesses face today? 
Is it true that most family 
concerns do not last beyond the 
third generation? 


My own research, mostly in the 
Western countries, shows only 15 to 
20 per cent of all family businesses 
endure through the third genera- 
tion. Classic challenges are the emo- 
tions around leadership succession, 
the lack of interest of family share- 
holders in the third or fourth genera- 
tion, and in some parts of the world, 
the death or inheritance taxes. I find, 
in general, that the transfer of lead- 
ership from the senior generation to 
the next generation works a lot 
better in India. But the number one 
challenge in India is rivalry and 
conflict between siblings. 


What are the other challenges? 

Successfully professionalising the man- 
agement team so as to become globally 
competitive is a big challenge. Also, 
like in other parts of the world, in 
India, too, family dynamics and busi- 
ness dynamics are connected and fam- 
there is the problem of defining au- 
thority—who has what authority and 





Prof. Ward has researched 
family businesses across the 
US, Canada, Latin America, 
Europe and Asia 


His clients include: Italy's 
Beretta Family, USAs Johnson 
Family Enterprises, Canada's 
Bata Shoe Organisation, UK's 
Clinton Davis Estates and 
Australia's Richard Owens 
family. 


More than 20 Indian business 
families, including the TVS 


Group, Murugappa Group and 
SRF Ltd, have consulted him. 


Succession planning is important but less 
problematic in India. The greater question 


D n ai 


how various family members can work 
together under joint authority. There 
is a very strong culture in India where 
all male members of the next genera- 
tion are expected to work in the family 
business. For some that is not their 
passion or talent. Yet culturally, they 
feel they must be involved in the busi- 
ness for which they may not have the 
passion or capability. Mixing up per- 
sonal standing and business standing, 
is another common challenge among 
family businesses in India. It goes back 


to high taxes of earlier decades when 
income taxes were so high that people 
had to take family expenses through 
business. Now it is time to change. 


What about the conflict of interest 
between family members who 

run the business and those 

who do not? 

It is a classic problem in a third and 
fourth generation business family- 
those running the business would 


prefer growth and would want to con- 
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tain cash outflow while others who are 
just shareholders may not want to 
see their dividend income go down. It 
is possible to reconcile this conflict by 
having a fair but explicit dividend pol- 
icy and a clear commitment to growth 
and sustainability of the business. 
Both are possible. An independent 
board can help in assessing the growth 
strategy and dividend policy. But this 
is not a common challenge in India 
compared to other parts of the world. 
As | said earlier, in India most family 
members work in the business. 


Is it true that in India succession 
planning is the biggest challenge 
family businesses face? 

| think because Indian families are 
small the transition from senior gen- 
eration to the next generation is some- 
what smoother than in other parts 
of the world. Succession planning is 
important but less problematic in 
India. The greater question is conti- 
nuity planning, which is investing in 
the culture and governance of the 
business for the long-term future. This 
is a larger challenge for Indian family 
businesses. Indian family concerns 
should concentrate more on the qual- 
ity of governance, particularly through 
their boards. They should also pay 
more attention to developing a long- 
term culture and a strong manage- 
ment development programme. 


Your advice to Indian family busi- 
ness on succession planning? 
Start early, think of it as a process and 
not an event, include independent di- 
rectors to oversee the process, focus 
on personal development and profes- 
sional feedback to new generation fam- 
ily members, set target dates for the 
transition and celebrate the process. 


Some family members in India 
have been distancing them- 
selves from day-to- day 
management of the company 
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leaving the job to professionals... 
The biggest question about profes- 
sionalising the management for Indian 
family business is for the family own- 
ers to believe that they can attract 
the very best talent, delegate great 
responsibility and challenges to non- 
family management and support it 
with an excellent culture. Too often, | 
find that family businesses in India 
don't seek the best possible talent that 
they can attract and don't delegate 
business and strategic challenges to 
non-family management. 


In some cases family members 
have even returned to chair the 
board. Is that a retrograde step? 

| believe, in most cases, the family 
should have control at the chairman 
level. A chairman is the most impor- 
tant position to symbolise the fam- 
ily's long-term commitment to own- 
ership, continuity and passion for the 
company's culture. Such families can 





€ Have a strong and independent 
board of directors with an 
excellent governance system. 


SERRE HERERO eee 


® Start succession planning early 
and see it as a process, not as 
an event. 


SEER ORE RRO e eee eeeee 


® Focus on proper professional 
and personal development of 


family members. 


FREER TERETE EERE ETRE TEER EERE E® 


€ Focus on not only wealth 
creation but on building great 
institutions. 
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€ Adopt a fair dividend policy to 
avoid conflict of interest between 
family members who participate in 
the management and those who 
do not. 


In most cases, the family should have 
control at the chairman level. 


still attract professionals, perhaps up 
to the ceo position, and have inde- 
pendent members for the Board of 
Directors. Indian family companies 
have a great opportunity to strengthen 
their boards and develop globally com- 
petitive top management team. 


What lessons can Indian family 
businesses learn from those in 
other parts of the world? 

Indian family businesses should re- 
member that for a long time there 
were many excellent family concerns 
that were focussed not only on 
wealth creation but building great 
institutions for the country. I think for 
some time now the focus in India is 
too much on wealth creation and 
not enough on building an exqui- 


site institution for the future. I hope 
India will remember its excellent tra- 
dition in building great institutions. 
Indian family businesses can also 
learn that simplicity of ownership 
and governance systems and struc- 
tures can be advantageous. 


In general, who is a better creator 
of wealth-family business or non- 
family business? 

In general, around the world, we 
know that first generation family 
businesses are the greatest creators 
of wealth. Later generations of fam- 
ily businesses too perform surpris- 
ingly well considering the extra chal- 
lenges these businesses face, such 
as succession and other issues | spoke 
about earlier. © 
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FAMILY BUSINESS 
SUCCESSION PLANNING 


Reliance: Good successors, bad succession 


Not 


Future 
Proof, Yet 


business conference that 
Grandhi Mallikarjuna 
Rao, Chairman and con- 
trolling shareholder of GMR 





Infrastructure, attended 
in 2000 opened his eves to the com- 
mon problems that families like his 


face the world over. It took vears of 


consultation with experts and fam- 
ily meetings to translate that reali- 
sation into reality. 
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In 2004, Rao engaged London- 
based family business advisor Peter 
Leach, a 30-year veteran advising 
business families in the uk, West 
Asia, Asia and Europe. The task: 
Write a detailed family governance 
plan for the fast-growing GMR Group. 


Then, come up with a consensus for 


the future of the group that had out- 
grown its construction legacy taking 


on big projects—an airport in 





The Murugappas: Merit over hierarchy 


As the three instances above 
show, there is no one-size -fits- all 
formula for succession. Here is 
how Indian business families are 
going about it. SAUMYA BHATTACHARYA 


Hyderabad, for instance. 

Three years later (seven after his 
"Aha" moment of 2000), Rao got 
what he wanted—a family gover- 
nance constitution that clearly de- 
fined succession, a code of conduct 
and a transparent, clear-cut distribu- 
tion of businesses among family mem- 
bers, including his two sons and son- 
in-law. Today, GMR's family council, 


lording over wealth estimated at over 





$5 billion (the group won mandates 
for Delhi and Istanbul airports in 2006 
and 2007), has become a telling ex- 
ample of succession planning among 
family businesses in post-reforms India. 

In doing so, GMR achieved what 
few in India Inc. have been able to. 
Kavil Ramachandran, Thomas 
Schmidheiny Chair Professor of Family 
Business & Wealth Management at 
the Indian School of Business (iss), 
Hyderabad, likens succession plan- 
ning among business families to a 
relay race. "In the families where busi- 
ness vision and strategies are openly 
discussed, debated and agreed upon 
and where the family members are 
groomed to take charge based on their 
capabilities, succession will be 
smooth," he says. 

That is easier said than done, but 
experts working closely with big and 
small family businesses on succession 
say these families are increasingly 
talking about succession. "The dis- 
pute of Ambani brothers seems to 
have rattled business families enough 
to scurry for smooth options for suc- 
cession planning." says one of them, 
asking not to be named. 

And, what is the scale of the chal- 
lenge? Business families, audit and 
consultancy firm Ernst & Young esti- 
mates, account for 95 per cent of all 
Indian companies and contribute to 
60-70 per cent of India's gross dom- 
estic product (GDP). India is going 
through a phase where the number of 
family businesses transitioning to the 
next generation is more than dou- 
bling every year. “The reason for this 
is a strong correlation between eco- 
nomic growth and the growth in en- 
trepreneurial activity within the coun- 
try." says Anurag Malik, Partner 
(People & Organisation. Performance 


"If the successors are capable, the succession 


THORNS IN 


THE THRONE 


6 Family fears break-up if the word 
"succession" is brought up. 


ALLEELE ETT TTT EEE ee Terr Terre ee TT 


® First and third generations are the 
most difficult to manage. First with 
siblings and third with sons. 


FPP EET E EERE EEE RT RR eee eee 


® Daughters have turned out to be 
a good succession "Plan B"-they 
are not the first choice in India. 


WBERRTTEATTETRRTTTITRATTTTTTTRERERTATTATATWTAMTTTA ee eer 


® Leadership training is grossly 
missing amongst family companies. 


PPP PPP PEPE EEE E Perret ete 


® Adhocism, also called as 
entrepreneurial style (by family 
businesses), is the greatest danger 
experienced by family managements. 








Improvement) at Ernst & Young. “A 
new breed of first generation entre- 
preneurs, who started 25-30 years 
ago, is now reaching retirement, and 
hence grappling with planning suc- 
cession to the next generation.” 


The Conundrum 
Beyond horror stories of family com- 
panies that have ill-prepared their 
scions to take over, lies a stark real- 
ity described as the “shirt sleeves to 
shirt sleeves” phenomenon. Just 30 
per cent of the family businesses sur- 
vive to the third generation and less 
than 10 per cent continue generat- 
ing significant value for sharehold- 
ers beyond that milestone. In other 
words, a business family and wealth 
will likely go back to naught by the 
third generation. 

The transition from the first gen- 
eration to the second generation 
largely involves ensuring that the next 





process may not be an issue-as at Reliance” 


Nina Chatrath, Senior Consultant (Leadership and Talent 
Consulting), Korn/Ferry International India 
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generation has the right skills and 
commitment to take the business for- 
ward. However, by the time of transi- 
tion from the second to the third gen- 
eration happens, the ever-expanding 
family branches make smooth business 
succession a significant challenge. 
says Malik. (See former Chairman, 
Murugappa Group. M.V. Subbiah's 
interview, Family Elders Must Step 
Down at Their Peak, on page 98.) 

Experts such as Ramachandran 
are optimistic and say that trans- 
lorming economies such as India 
may be an exception to this universal 
trend. In rapidly-expanding India. 
he says, entrepreneurship opportu- 
nities abound. "The younger gener- 
ation is keen to learn and grow big. 
They get energised also from the 
winning stories of their peers," savs 
the tsp professor. 

Even so, most business families in 


India are chary of discussing succes- 
sion. Honchos ranging from Azim 
Premji to Analjit Singh, Anil Agarwal 
to Rajeev Singh declined to participate 
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in this story or did not respond to req- 
uests. Their reasons may be different, 
but Indian families, typically. delay 
the decision and formal communica- 
tion on succession. 

In business families, the biggest 
problems are related to family struc- 
tures and the possessiveness that 
founders have for the empires, however 
small, they created, says Narendra 
Patni, a senior member of the Patni 
family that runs an eponymous tech 
services firm. Insisting his comments 


are not related to the recent travails of 


his family—his son Anirudh recently 
resigned from Patni Computer Systems, 
reportedly over diflerences with a new 
CEO's Style of management—Patni 
says owners need to realise that “the 
company does not exist for them and 
that they are trustees”. Unless they 
are clear about why the company 
exists, it “will become a lifestyle com- 
pany—4one) that supports the lifestyle 
of its owners," he adds. 


Patni needn' t have to look far. 
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PRINCIPLES 





® Start early, think of succession as a 
process and not an event. 


® Include objective and independent 
directors in designing and 
overseeing the process. 


TTITTITTIIITTIIILIILIIIIITILILIITIIIIITIIIILIIIIL 


© Focus heavily on personal 
development and professional 
feedback of next generation 
family members. 


and celebrate the transition. 


One extreme example of how to avoid 
that conflict is seen at a tech services 
company founded by seven engineers. 
who worked for him nearly three 
decades ago. The founders of Infosys 
Technologies. arguably the most res- 
pected company in India, resolved 


us,” says Ganesh Shermon, Partner & 
Country Head (Human Capital), KPMG 
India. Daughters are mostly "Plan 
B"—admittedly, this is changing- 
and a fall back option in most cases. 
Then. there is so much emotion 
around a person and a business that 
it ends up damaging the value of the 
company. The instance of Ranbaxy 
Laboratories, in which the Singh 
family running it exited for over 
$2 billion selling to [Japan's Daichii 
Sankyo after nearly 50 years of 
founding, is rare, says an executive 
search honcho preferring to stay 
anonymous. "The brothers at 
Ranbaxy have taken the emotion 
out of their business. They exited 
when they found value in it.” 
Emotions ran high in India Inc., 
though. Anand Mahindra, from the 
family running autos-to-software 
Mahindra & Mahindra conglomer- 
ate, said he was saddened that an 
Indian multinational business had 
changed hands. It didn't matter that 


“A new breed of first generation entrepre- 
neurs... is now reaching retirement, and 
hence grappling with planning succession..." 


Anurag Malik, Partner (People & Organisation, 
Performance Improvement), Ernst & Young 


early in their entrepreneurial avatars 
that their children would not work 
at Infosys. Their offspring would inh- 
erit their wealth, estimated at about a 
combined $2 billion at last count, but 
not the right to run the business. 
Such exceptions apart, the Indian 
family business landscape is peppered 
with challenges, some unique to the 
local milieu. A case in point is so- 
called primogeniture values. The eld- 
est son is almost always the first suc- 
cessor, making succession of other 
capable people difficult. “The elder 
brother is considered more compe- 
tent than younger child and there 
are examples galore of this around 


the Singh boys—Malvinder and 
Shivinder, who make for the third 
generation in the business—were 
building a strong healthcare and fin- 


ancial services franchise. 


The Secret Sauce 

At its core, say experts, good succession 
planning stands on three legs—share- 
holding and ownership. roles the next 
generation will play, and, finally, who 
and how the business is run. While a 
majority of businesses struggle get- 
ting this jigsaw right, some do. Take 
the case of Murugappa Group that 
has its origins in early 20th century by 
Dewan Bahadur Murugappa Chettiar. 


The Chennai-based conglomerate, 
with some $3.15 billion revenues, 
was the only Indian business to have 
won the respected “imp Distinguished 
Family Business Award” from the 
International Institute of Management 
Development in 
Switzerland, in 2001. For: The group's 
transition to a professionally-run cor- 
porate house (between 2000 and 
2006, it even had two chairmen from 
outside the family ). 

Like most business families, the 
Murugappa Group, too, is not forth- 
coming on how it runs its family eco- 


Lausanne, 


system. Says a person closely moni- 
toring it over the years: "The secret 
sauce of Murugappa story is the way 
they deal with differences among the 
family members at the level of their 
council. Whatever the difference, it's 
clear that the decision of #1, in this 
case (current) Chairman A. Vellayan, 
will prevail." 

The second ingredient is meritoc- 
racy. Across the family, members are 
given projects to complete and busi- 
nesses to run. Their performance is 
closely watched and, when needed, 
the family council selects the most 
competent among these members to 
take over the leadership mantle. 
"Wherever succession is not linear, 
there is greater chance of better suc- 
cession," says KPMG's Shermon. 

There are instances, still, of poorly- 
planned successions actually creat- 
ing humungous shareholder value. 
The split between the Ambani broth- 
ers resulting in India's most bitter cor- 
porate battle, for instance. Between 
June 2005, when Mukesh and Anil 
agreed to a split of the family-controlled 
business, Reliance Industries, even 
then India's biggest private enterprise, 
and now, shareholder wealth (meas- 
ured by the combined market cap of 
the companies the brothers control) 
has gone up nearly five times to about 
$100 billion—outperforming stock 
markets by 100 per cent. 

Human resource experts call this a 
rare occurrence. The connection be- 
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“The owners need to realise that the 
company does not exist for them and 
that they are trustees" 


Narendra Patni, Founder, Patni Computer Systems 


[RAISING HEIRS 


€ Induct the next-generation at the 
entry level like regular management 
trainees, but then provide them with 
a quicker growth path subject to 
Suitability and opportunities 
(e.g. Godrej scions). 


FOSTER EE EEE EEE ERED ORR ROO eee 


6 Induct by exposing them to a series 
of challenging assignments, rather 
than through the regular manage- 
ment hierarchy (e.g. Biyani scions). 


FREESE EEE EERE ER EE ROR ORR RR ee Re eee 


€ Another model extensively used 
abroad is to get the next generation 
to do a stint outside before joining 
the business. A global experience 
helps bring in professionalism and 
fresh perspective to the company 
(e.g. Rishad Premji at Wipro). 


tween “creating shareholder value” 
and “smooth succession planning” is 
indeed strong. “If the successors are 
really capable, this may not be an 
issue—as in the example of Reliance,” 
says Nina Chatrath, Senior Consultant 
(Leadership and Talent Consulting), 
Korn/Ferry International India. 
While there is no one-size-fits-all 
prescription, one rule certainly helps: 
If the family is the company ("lifestyle 
company," as Patni calls it), it will 
likely degenerate. And, when the fam- 
ily is above the company, the busi- 
ness and family have much better 
chances of prospering. For GMR's Rao 
and future generations, then, the seven 
years spent forging its succession con- 
stitution may turn out the most 
epochal for the group's longevity. © 
ADDITIONAL REPORTING BY 
K.R. BALASUBRAMANYAM 
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he multitude of overlapping 

roles individuals play within a 

family business make it a 
unique challenge to manage. Family 
businesses that have lasted multiple 
generations follow several principles 
for success. 


PRINCIPLE 1 
Communication 


Culturally, Indians are more implicit 
than explicit in communication. The 
lack of clarity when a person is silent 
leaves room for different interpreta- 
tions by others. More so, when family 
members are also preoccupied with 
business challenges. They may assume 
many things and take for granted 
their relationship with other family 
members. Structured formats, such 
as a family assembly and a family 
business forum with a specified time to 
meet (physically or virtually) and 
discuss emerging issues is needed. 
Most families with an intention to 
perpetuate their business follow this 
rinciple. They make a conscious 
effort to communicate with 
their kin as stakeholders in 
the business. 


Former Murugappa 
Group Chairman 
M.V. Subbiah. The 
group has evolved 
successfully as an 
institution over five 
generations 


PRINCIPLE 2 


Trust 


The fundamental factor 
that bonds any relation- 
ship is the trust members 
have in each other. 
Family members who 
manage business and 
family affairs are acting 
as custodians of the 
material and spiritual 
wealth of the rest of the 
family. Hence, families 
have to ensure complete 
transparency in what- 
ever they do, to create 
and sustain the trust of 


KAVIL RAMACHANDRAN 


THOMAS SCHMIDHEINY CHAIR PROFESSOR OF FAMILY BUSINESS & 
WEALTH MANAGEMENT, INDIAN SCHOOL OF BUSINESS, HYDERABAD 


Ten Success Principles 





The Ambani brothers 

with their father, the late 
Dhirubhai. Their feud may 
have been avoided if 
conduct had been codified 


bers. The continuing 
feud of the Ambani 
brothers could probably 
have been avoided had 
they followed a set of 
guidelines to indicate 
their priorities in life. 


qum a E 

Coupling 
Relationships often 
break up for want of 
breathing space among 
different units within a 
family. The feeling of 
suffocation is greater 
when some family 
members show a tend- 


others. The Murugappa 

Group, for example, has successfully 
evolved as an institution over five 
generations. They may not have à 
written constitution, but they do prac- 
tice unwritten rules of engagement 
that ensure business dealings are above 
board and in the interest of all. 


Codify Conduct 

Variations in attitudes, behaviour and 
conduct among family members are 
often a source of friction. Particularly 
when a family's transition through 
different levels of prosperity happens 
within a short period of time, and 
those involved in wealth creation 
incorrectly assume the existence of a 
set of rules of conduct for family mem- 


ency to micro manage 
others. Many business families now 
ensure that they have enough pri- 
vacy within their joint family system 
or they live as separate units with 
enough of collaborations both on fam- 
ily and business fronts, retaining their 
separate family and business identities. 


Handle Money 

Carefully 
Money is a double-edged sword; if han- 
dled carefully, it serves you, otherwise 
it may leave you bleeding. Many dis- 
putes in business families arise due to 
poor management of wealth. 
Transgressions may range from abuse 
of entitlements in the business to lack 
of transparency or poor management 
of family wealth. Several families have 
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FAMILY BUSINESS 
COLUMN 


a clear control on what one is eligible 
to. It is important to discuss this from 
time to time, as the demand and sup- 
ply of money in the family changes 
over time. 


PRINCIPLE 6 ; 
Professionalise 
the Business 


Professionalisation is an attitude. It 
functions irrespective of whether the 
business is managed by family 
members or by outsiders. Family mem- 
bers who are involved in business often 
confuse their profes- 
sional and family roles 
and responsibilities 
while taking business 
decisions. Mid-size 
businesses that are 
forced to chart their 
own path often 
flounder without guid- 


ance on professionali- 


Dr Anji Reddy of 

Dr Reddy's Labs 

has moved out of 
operations, an 
instance of successful 
professionalisation 





sation. Dr Reddy's Laboratories is a 
classic case of successful profession- 
alisation, including at the board level 
that enabled not only Dr Anji Reddy to 
move out of operations completely 
but also facilitated building of a non- 
family team led by the son and the 
son-in law. 


Ownership Clari 
rship Clarity 
Many families tend to get into trouble 
for want of clarity about "who" owns 
“how much" of “what”. While taxa- 
tion is an one reason/excuse to have 
cross-holding by family-promoted in- 


The GMR Group, founded 
by G.M. Rao (L), follows a 
family-level holding 
company model. G.B.S. 
Raju, who has held key 
portfolios, entered the 
family business aged 22 


vestment organisations in some Cases, 
in several other cases it is because not 
all family members get shares in all 
group companies. A family-level hold- 
ing company model is the best struc- 
ture to address this challenge. The 
GMR Group has followed this model 
and that has enabled it to grow ex- 
ponentially through new investments, 
without worrying about the complex 
issues of ownership. 


Retirem 8 t 5d 
irement a 
Succession 

These are two sides of the same coin. 
Leaders, particularly those who have 
spent all their life in the business, hes- 
itate to retire for want of a clear road 
map for the rest of their lives. They of- 
ten need subtle career counselling 
and hand holding on whether they 
should remain associated with the 
business or not. Developing social 
ventures that add value to the business 
is a good route. The transition of two 
leaders has to be handled like a relay 
race—with meticulous planning and 
adequate but not prolonged overlap in 
transition. Advance planning helps in 
succession, as in the case of Preetha 
Reddy succeeding Dr Prathap Reddy 
of the Apollo Hospitals Group. with full 
endorsement of all her sisters. 


PRINCIPLE 9 
Groom Early 


As life becomes busier for business 
heads and gets centered around them- 
selves, very little time gets allotted for 


















Succession planning allowed a 
smooth transition at Apollo 
Hospitals, when Preetha Reddy (C) 
(pictured with sister Suneeta) took 
the helm from father Prathap 


grooming children to be good family 
members and business people. While 
"compassion orientation" is essential 
for the family, business success requires 
"competitive orientation". Families 
need to plan and spend quality time 
with children and tap outside resources 
appropriately to groom their children 
with the right qualities. 


E 
ership 
Leadership is critical everywhere, 
especially in a context as complex as 
that of a family business. The qualities 
required for the business and family are 
different. Families should consciously 
decide who should lead and not 
necessarily fall into the societal 
assumption of "eldest is the best". The 
leader should be one with humility as 
a value, besides all other qualities. 
Sudarshan Chemicals follows the 
principle of meritocracy when it 
chooses its business leader. 
[n essence, family businesses need 

Lo make a conscious choice to 
remain together to build their 

family wealth. This is not possible 
unless the family 
members are 
educated on the 
challenges and the 
processes of 
managing family 
businesses. (9 
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A clutch of enterprising NextGen 
scions is spreading its wings outside 
the traditional businesses of the family. 
ANAND ADHIKARI 


he fourth generation of a business family with inter- 

ests in cotton trading and textiles manufacturing and with 

a turnover of Rs 1,000 crore leaves it all behind and 

moves on to set up a knowledge process outsourcing (KPO) 

offering research, analytics and online marketing solu- 
tions. An enterprising lad in his mid-20s bids adieu to the family's 
traditional businesses like textiles, banking and insurance to 
start up an airline with a unique business model. Another son with 
an illustrious family name steps out to pursue his passion for 
football by buying a domestic football club. 

Why? Why would such NextGen scions, presumably cos- 
seted in financial security, want to break out and start some- 
thing afresh that in most cases is totally removed from the 
strengths and competencies that the family has built over 
generations? "We would have been disasters in the family 


ree 
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Most ps o be heard saying: 

“It was t mandatory forme s 
to stick to the family business. » 
There are excellent opportu‘ 
nities in other sectors” | 


business," grins Sunil Mirani. 
Sunil, along with cousin Madhav, started a Kro firm focussed 
on market research called Ugam Solutions, with a handful of 
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employees operating near Mumbai's 
Victoria Terminus. The fourth-gen 
entrepreneurs from the 140-vear- 
old kvs Group had a rough ride ini- 
tially—"There was no money to 
splurge," recounts Sunil—as they 
searched for clients. Today, Ugam is 
a leading player in market research 
solutions, and advanced analytics 
with a workforce of 1,000 based out 
of India, the us and vk. "There are 
parts in the market research value 
chain that can be easily outsourced 
from India," explains the ceo of Ugam, 
who consciously decided to stay clear 
of the lower-value call centre business 
way back at the turn of the century. 

Clearly, as more exciting, higher- 
growth sunrise opportunities 
appear on the economic landscape, 
the younger generation of steeped-in- 
tradition family-run conglomerates is 
more willing to take the risk of break- 
ing out of the mould. Consider, for in- 
stance, M. Thiagarajan, son of Lakshmi 
Murugesan, CMD of Paramount 
Textiles, who in turn is the daughter of 
Kurumuttu Thiagarajan Chettiar (who 
owned Bank of Madura). The 31-vear- 
old, in 2005, decided to pursue his 


Ambika Hinduja, 31 


Chairperson, Owner and Producer, 
Serendipity Films 

Generation: Third 

Daughter of: Ashok P. Hinduja, 
Chairman, Hinduja Group, India 
Family's comfort zone: 

Automotive, energy & lubricants, 
power, banking & finance, realty, 


media & entertainment, healthcare, 


trading, project development 
NextGen's business of choice: 

Film production house 

Most likely to be heard saying: 

“I didn't want to take part 
in any of the businesses for 


which I don't have the interest 
_and knowledge to better it” 
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passion for flying by translating it into 
a business. He launched Paramount 
Airways, India's first fully business 
class airliner, which today owns half a 
dozen aircraft that fly to 16 destina 
tions. "Aviation had always fascinated 
me," says Thiagarajan, himself a 
trained pilot. "I would never have liked 
to rest on past laurels and the glory ol 
my family. I like to define my own 
life and accomplish my own goals 
The Miranis and Thiagarajan are 
two of a kind—not just for moving 
out of a long-established set-up but 
also for consciously avoiding becoming 
a me-too in a sunrise business. [ust 
as Ugam decided to stay clear of the 
lower-value call centre business, 
Thiagarajan saw a clearly-defined 
space for a premium airline, thereby 
avoiding the low-cost service cluttet 
lo be sure, it takes something to ad 
mit that the family business is not one's 


cup of tea—as the 24-year old Ashwin 
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Executive Vice Chairman, Jammin 


Abhishek Dalmia, 40 


CEO, Renaissance Group 
Generation: Third 
Son of: A.H. Dalmia, Chairman, 
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Entertainment and Pune Football Club Renaissance Group 

Generation: Third Family's comfort zone: Cement 

Son of: Urvi Piramal, NextGen's business of choice: 
Chairperson, Peninsula Land Investment Advisory 

and Ashok Piramal Group Most likely to be heard saying: 

Family's comfort zone: "Cement inherently never 

Real estate, textiles and appealed to me because of over 
auto components capacity conditions, high capital 
NextGen's business of choice: requirement and Jow margins" 
Entertainment and sports 

Most likely to be heard saying: 


“We want to make the club the Kapur, who comes from a family in 
benchmark for the game of 
football, and make it a 


commercially viable business” 


the business of cycles and pharma- 
ceuticals, candidly does. "I immedi- 
ately decided to move on,” says the 
lourth-generation scion of the Gwalior- 
based Atlas Group. He raised money 
(Rs 30 lakh) from family and friends to 
launch companies in the areas of TMT 
bars (which are used in construction), 
exports and entertainment. 

Often, family dynamics play a part 
in the scions opting out of the flagship 
business. When A.H. Dalmia, one of the 
three brothers of the Dalmia Group, 
moved out of the family's cement op- 
erations, Orissa Cement, his son 
Abhishek had few regrets. "Cement 


VW 


never appealed to me because of the 
overcapacity conditions, high capital re- 
quirement and low margins," says 
Abhishek, who was just 31 when he 
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started his investment advisory under 

* . the banner of the Renaissance Group. 
Armed with a cA degree and a five- 
year stint at Orissa Cement, 
Abhishek was on his way to 
launch his own business in 
1999, influenced in a big way 

by his hero, investing icon 
Warren Buffett. His first big suc- 









cess came immediately when he 
mounted a hostile bid for real estate 
firm Gesco. He didn't win the bid as 
Mahindra Group entered the open 
offer fray but that didn't matter as he 


walked away with a cool profit of Rs 10 
crore a few months later by with- 
drawing from offer and selling his stake. 
Today, the junior Dalmia owns chunky 
stakes in a clutch of mid-cap companies. 


New Blood, New Start-ups 
When Urvi Piramal, wife of the late 
Ashok Piramal, separated from the 
Ajay Piramal group in 2004, the tra- 
ditional textiles, real estate and auto 
components businesses came her way. 
Whilst her two sons Rajeev and Harsh 
manage those operations, the youngest 
son Nandan decided to pursue his pas- 
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Don't want to rest on past glory. 


Family's traditional businesses 
in low-growth areas. 


A number of sunrise 
opportunities have emerged. 


Capital is rarely a constraint. 


Too many in line for the 
family jewels. 


OQ 






LAY 


Autumn Winter 


——— ÁMÁ A 


M — ÀÁ-—— a 0 


Underline your presence in distinctive Wrinkle - Free ieri ies 
Park Avenue. Treated with LAP (Liquid Ammonia Process) technology. | nk Avi 
it ensures long lasting wrinkle-free properties. Because no matter Cio | d, CME 


how hectic your day gets, you need to look your very best, all day long. 


Park Avenue Exclusive Stores: BENGALURU (Brigade Road” Tel: 25598080 | 100 Feet Road, Indira Nagar* Tel: 41264553), CALICUT (Focus Mail Tel: 4021006); CHANDIGARH (Sector 17E" 
Tel: 4653487), CHENNAI (5, Citi Centre, Mylapore* Tel: 43577111 | First Avenue, Anna Nagar Tel: 45500160); DELHI (C-12, Inner Circle, Connaught Place” Tel: 41516555 | Ajmal Khar 
Road, Karol Bagh Tel: 25744455 | 29/B, Khan Market" Tel: 24635755 | Greater Kailash |* Tel: 29233666 | Bungalow Road, Kamla Nagar Tel: 47001515 | E 13, South Extension-l!" 
Tel: 46081223); GURGAON (The Metropolitan* Tel: 4300208 | F-101, Ambiance Mall* Tei-4665464). HYDERABAD (Jubilee Hills, Road No. 2* Tel: 23550275); KOLKATA (GA, Elgin Road 
Tet: 22894464); MUMBAI (High Street Phoenix* Tel: 24910939 | Inorbit Mall Malad” Tel: 28789354), PUNE (F.C. Road* Tel: 25510929) 


*Park Avenue Woman Merchandise also available 


SEIIJISTESXCIE lifestyle = CENTRAL KY we and other leading stores — www.parkavenue 





dentsumarcom/ 10317/09 


WAMI/Www.indiatodayimages,com 


GUN 


KACHIT 


FAMILY BUSINESS 
STARTING AFRESH 


sion—football. After doing stints at 
his aunt Zia Mody's law firm Az Part- 
ners and at broadcasting major UTV, 
Nandan joined the family's Piramyd 
Retail, which was sold to Indiabulls 
in 2007. That's when he saw an op- 
portunity in football. In the same vear 
he promoted the Pune Football Club. 
which in the 2009-10 season was el- 
evated to the first division of the Indian 
Football League. Nandan, who devel- 
oped an interest in the game during his 
under-grad days in London—home 
to legendary English clubs like Arsenal 
and Chelsea—hopes to nurture local 
talent, bring in sponsorships and pro- 
mote the game at the district and 
national level. 

What does the NextGen do when 
the father sells a business he's co- 
founded? Thirty one-year-old Bhairavi 
Jani's father Tushar Jani co-founded 
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M. Thiagarajan, 3l 


MD, Paramount Airways 

Generation: Third 

Son of: Lakshmi Murugesan; CMD, 
Paramount Textiles 


Family's comfort zone: Banking, 
insurance, and textiles 


NextGen's business of choice: 
Aviation 


Most likely to be heard saying: 


"I would never like to rest on past 


glory of my family. | would like to 


accomplish my own goals” 


GIREESH G.V. 


Blue Dart, a logistics firm that was 
bought out by DHL in late-2004. Four 
years before that, Bhairavi, under the 
guidance of her father, had started a 
company i3pl offering end-to-end sup- 
ply chain solutions—a business not 
totally unrelated to what Blue Dart 


DevitaSatamer Ji 


CEO, Vu Technologies 


Generation: Second 


Daughter of: Raj Saraf, 
Chairman, Zenith Computers 


Family's comfort zone: 
Personal computers 


NextGen's business of choice: 


Luxury electronics and gadgets 


Most likely to be heard saying: 
"I wanted to experiment in 


the market and didn't want to 
Jeopardise the brand value of 
Zenith. Eventually, the passion 
to build a brand made me set 
up Vu Technologies” 
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was doing. "Even though most of our 
businesses were in logistics operations, 
i3pl was more about end-to-end supply 
chain planning and giving customised 
solutions to clients," says Bhairavi. 

It was a good opportunity for 
Bhairavi to learn the hard way, as she 
recollects how her father locked up 
the office when she failed to pay a 
month's rent. "I couldn't afford a 
printer at one stage," she recalls. 
Bhairavi, today, is at the forefront of a 
warehousing and inventory man- 
agement company, TranSmart, where 
she is Executive Director & ceo. Here 
again, she was involved from day one 
in the operations of TranSmart. Her 
father is the Chairman and his ex- 
pertise in the logistics space stands 
Bhairavi in good stead. The family's ex- 
perience in this area dates back to 
1896 when her great grandfather set 
up a clearing and forwarding venture. 

Some want to return to the knitting 
even after the family has exited a busi- 
ness. Case in point: Bangalore's 
Sudarshan Maiya, 26, the son of 
Sadanand Maiya, who expanded the 
MTR restaurant business he inherited 
into an eponymous processed foods 
business. Maiya, who wanted 
Sudarshan to do something in tech- 
nology, since the son held a degree in 
computer science, sold the business in 
2007—disappointing the junior 
hugely. Two years later, Sudarshan 
opened a restaurant 'Maiyas' with a 
clear intent of where he's headed: “I am 
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running this business to popularise 
the Maiyas brand so that customers 
will instantly recognise it when I launch 
my business in packaged food." 

Like Bhairavi, 28-year-old Devita 
Saraf has taken a cue from her 
lather's business. Zenith Computers, 
started by her father, was at one 
lime a name to reckon with in per- 
sonal computers. Devita hasn't 
totally abdicated that legacy; she's 
spearheading Vu Technologies, 
which markets luxury electronic 
gizmos that range from high-end 
display gadgets to touch-screen TV. 
Vu has four stores in the metros, 
and plans to add another three soon. 

In Bangalore, Akshata Murty, 
daughter of Infosys Technologies’ 
Founder-Chairman N.R. Narayana 
Murthy, is going a step further 





she's setting a clothing line rooted in 
Indian designs. (See Business 
Discontinuity on page 80.) 
Refreshingly, more and more 
daughters are being encouraged to 
earn their own spurs. Thirty-one 
year-old Ambika Hinduja, daugh- 


ter of Ashok P. Hinduja, Chairman of 



























Madhav Mirani, 37 
& Sunil Mirani 


CMO & CEO respectively, 
Ugam Solutions 
Generation: Fourth 
Sons of: (late) N.R Mirani and PH. Mirani, 
Partners, KVS Group 

Family's comfort zone: 

Cotton trading and textiles 
NextGen's business of choice: 
Knowledge Process Outsourcing 
Most likely to be heard saying: 

"The entrepreneurial culture 
in any family business 

is by default" 













Hinduja Group, India, has never 
worked in the family business. The 
Executive Chairperson of Serendipity 
Films is fanatical about cinema, which 
prompted her to flag off her venture in 
2003. It has since produced offbeat 
films like Being Cyrus. Coming soon 
is Teen Pati with Amitabh Bachchan. 
"Films are my abiding passion, yet I'm 
keen to diversify into the lifestyle and 
hospitality sectors,” Ambika says. 
The girls like to keep their options 


Bhairavi 


CEO, Transmart 
Generation: Fourth 
Daughter of: Tushar Jani, 


Chairman, SCA Group of companies 


Family's comfort zone: 
Cargo and logistics 


NextGen's business of choice: 


Most likely to be heard saying: 


very necessary to understand 
what sustenance means for a 
business" 





Inventory management (after found- 
ing a logistics company and selling it) 


"Entrepreneurial experience is 
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open, as Namrata Goyal, daughter of 
Jet Airways founder Naresh Goyal, 
says. Her passion is for the entertain- 
ment industry, which explains why 
she is doing an undergrad course in 
Film Studies in London at Queen Mary 
College. A trained Kathak dancer, 
Namrata worked briefly as a trainee at 
Jet. “I want to spend the next few years 
exploring different avenues of film 
making before I actually pin down on 
what I really want to do," says she. 
So, where will these NextGen 
scions be five years down the line? A 
few could well take refuge in the fam- 
ily business if things go awry. But if 
you go by the sky-high nature of their 
ambitions, that may not be the case. “I 
want to make TranSmart a truly 
Indian multinational,” adds Bhairavi. 
"In the next 5-10 years, I see 
Paramount Airways as a global 
player,” pipes in Thiagarajan. But it 
isn't as if failure is an unwelcome 
stranger. As Bhairavi alludes, it's a 
pit-stop on the entrepreneurial journey 
that will ultimately help build a busi- 
ness that sustains. © 
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Family Business Ready Reckoner 


Every year, business school IMD 
awards one family business 
from around the world. BT 
picked the award's selection 
parameters and asked three 
experts in family business 

to rank each parameter's 
relevance in the Indian context. 


A. VELLAYAN 
Chairman, 
Murugappa Group 


KAVIL 
RAMACHANDRAN 
Professor, ISB 


NABANKUR GUPTA 
Chairman 
Blue Ocean Capital 
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i the factor factor by Indian — | the factor factor by Indian < the factor factor by Indian 
| business families | business families | business families 
FAMILY VALUES 
Adherence to mission across generations ! HIGH MEDIUM HIGH LOW | HIGH MEDIUM 
Active collaboration across generations ! MEDIUM LOW HIGH MEDIUM HIGH MEDIUM 
True to background/ values/ heritage | HIGH MEDIUM HIGH HIGH MEDIUM HIGH 
Faithful reinforcing of core family values/ | 
business values/ strengthening the soul of the company | HiGH LOW HIGH MEDIUM HIGH MEDIUM 
Loyalty to employees, shareholders, clients, 
Suppliers and the community ‘MEDIUM MEDIUM MEDIUM X MEDIUM HIGH MEDIUM 
Must have reached at least the third generation of 
family ownership and management MEDIUM LOW | LOW LOW MEDIUM | LOW 
Contribution to the society MEDIUM LOW | MEDIUM | MEDIUM | MEDIUM LOW 
BUSINESS VALUES 
Excellence in performance standards [MEDIUM LOW | HIGH MEDIUM HIGH MEDIUM 
Family values-driven | HIGH MEDIUM | MEDIUM MEDIUM MEDIUM LOW 
Growing and profitable company | HIGH MEDIUM | HIGH MEDIUM HIGH HIGH 
Credibility of the communicated strategy MEDIUM MEDIUM HIGH MEDIUM HIGH LOW 
Global in business scope MEDIUM LOW | LOW LOW MEDIUM LOW 
Clarity of the communication strategy -» corporate | 
sponsorship (marketing), corporate reputation 
(identity/branding) MEDIUM | LOW MEDIUM LOW HIGH MEDIUM 
Personal, hands-on, engagement of much of the family | mEDium LOW MEDIUM HIGH MEDIUM MEDIUM 
Brand (reputation) building MEDIUM LOW ! HIGH MEDIUM HIGH MEDIUM 
SUCCESSION 
Excellence in governance-selection, development, 
independence, unifying the family MEDIUM X MEDIUM HIGH LOW HIGH LOW 
Sharing learning within the family MEDIUM X MEDIUM HIGH LOW HIGH MEDIUM 
Strategically adaptive over time and generations HIGH LOW HIGH MEDIUM | HIGH MEDIUM 


Clarification: These ratings are indicative as generalisations across family businesses cannot be made. 


Use this grid to benchmark and self-appraise rather than for direct comparison with another business family. 
Full IMD methodology at www.imd.ch/research/centers/lodh/Family-Business-Award.cfm 
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Generation Y 


Ten years ago, the Monroes' eldest son died in a tragic accident. Ripples from the incident 
today threaten to sabotage the family business, Carolina Construction. warren D. MILLER 
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ac Monroe, the 80-year- 
old with a still booming 
laugh. said in a low voice, 
"It took the wind out of 
our sails. Mac Four—as in 
Macintosh McKinley Monroe IV— 
had great plans for Carolina 
Construction..." 

Mac's voice trailed off. P. Dee 
Chambers, a longtime consultant to the 
family business, looked away. 

Mac cleared his throat loudly. 
twice, then continued with some ve- 
hemence. "We were never able to 
carry out those plans. He was on his 
way home from a sales trip one night. 
Coming straight at him, in both lanes, 
were two cars, drag racing. It was 
over in an instant. And we haven't 
been the same since. Can't be. Parents 
burying children is backwards. " 

Dee nodded. "Um, you have two 
other boys, do I have that right?” 

"Absolutely, absolutely. Mike's 
two years younger than Mac Four. 
Not as smart, but he made it through 
the same topnotch college... had some 





troubles with booze in those days. 

Anyway, when he graduated, he 
went to work as a salesman for, if you 
can believe this, our biggest competitor. 
He really turned it around and got 
promoted a couple of times. 

"And then there's Little Bit, who 
graduated from college four years ago." 

"Little Bitz" 

"Yeah, we've called him that ever 
since he was about two because he'd 
ask for more ice cream or cookies, and 
we'd say no, and he'd come back with 
‘Little bit? Little bit?’ I suppose he'd be 
‘John’ to you. 

“When Little Bit graduated with a 
business degree and didn't land a job 
right away, my wife Bea suggested 
that we set him up with his own 
company. It sounded good to me, so we 
put it to Little Bit. He chewed on it 
and bargained hard for paid overseas 
vacations and whatnot. And that was 
that. Carolina Construction Supply 
was born and Little Bit started his 
career as Executive Vice President. 

"That was 1998, and I was in my 
mid-70s, but damn it, I sold $1 million 
in our first year! We ended up losing 
half that for the year. Then, we got 
sales up a couple hundred thousand, 
but we still lost almost half a million. 
We just need to get over the hump on 
sales. If only Mac Four were around... 

“I talked Mike into coming with 
us. He's been working for International 
Lumber the past five years, and they 
wanted him to go out west—big 
promotion—but Mike's wife is a real 
homebody, flat out refused to move. So 
Bea and I said 'Stick to your guns, 
come work with us, and besides the 
highest salary in the company. we'll 
pay you another $5,000 a month.’ 

"So that's the basics, Dee. Bea's 
concerned that the million we've 
already dropped may go to two million. 
| guess | am, too. Can you help?" 

Dee knew she was taking on trou- 
ble, but she couldn't say no. Mac Three 
(as she now thought of him) presented 
her with a problem she hadn't faced 
before. She agreed to a 21-day stint 


as an adviser to Carolina Construction. 
She would give Mac a weekly update 
along with a weekly bill. 

Dee went back to her office. logged 
on to the Internet, and began gath- 
ering data about the building-supply in- 
dustry, ccs's target market, and its 
deep-pocketed competitors, which in- 
cluded Home Depot and Lowe's. Two 
days later, she began the interviews, 
starting with John Monroe—Little Bit. 
She had to hang tough to get past his 
shyness and defensiveness. Once she 
did, though, it all came pouring out. 

"You know, I studied business at 
usc, but I admit, I didn't pay a whole lot 
of attention in the courses on market- 
ing, or finance. The thing that grabbed 
me was the Internet... 

"But when my dad brought up 
the idea of starting a business, I figured 
l'd learn everything I needed to know 
from him. After all, he had built a 
company from scratch." 

“But after a few months. I realised 
that my dad knew how to sell but not 
much else. I'd ask him about one thing 
or another, and he'd say, 'Mac Four 
could handle it if he were here.’ 

"So I'm supposed to be running 
the place. And I'm trying. I've been 
here from the get-go. Besides, Mike's 
background is big-company. He needs 
to call a committee meeting to decide 
to buy paper clips. Even if he were 
qualified, Mama wouldn't go for it. 
She still remembers his drinking days.” 

Dee nodded and smiled in a way 
that was meant to be encouraging. 
She glanced across John's office in 
the direction of the leather couch, 
where Alex, John's St Bernard, 
lounged contentedly. 

Dee turned her thoughts back to 
John. “You said you'd spent a lot of 
time on the Internet. Why?” 

"Well. this is something that 
really gets me excited. The truth is, 





Excerpted version of the case study that 
appeared in the May-June 2000 issue of 
Harvard Business Review. Full case study 
and more commentaries on www.hbr.org 
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COMMENTARY-I 


Monroes Should Jointly Formulate Goals 


MARY F. WHITESIDE 





arolina Construction may have 

been an unacknowledged, 

impulsive attempt to solve several 

dilemmas. As a project for Mac 
Three, it keeps the family close together. 
It protects John from the possibility of 
failing on his own, and it turns Mike into a 
valued helper to his parents while hold- 
ing out the promise of business owner- 
ship. Unfortunately, this solution is only 
adding to the Monroes' problems and 
threatens to increase the burden of their 
loss and sense of failure. 

The Monroes need Dee to structure 
an environment in which they can jointly 
formulate goals, come to terms with their 
history, and develop a plan for the future. 
Part of Dee's job is to pose questions 
rather than find solutions herself. 

Dee would be wise to ask Mac to bring 
Bea to the third meeting. Dee might begin 
by acknowledging the couple's strengths, 
their successes, and their tragedy. She 


| COMMENTARY-2- 


should follow up by asking some pointed 
questions about CCS and the family: What 
was the period following Mac Four's death 
like for you? How do you want to memori- 
alise him? Establishing a foundation in his 
name might be a better use of their time 
and money. What are your expectations 
and hopes for Mike and John? They grew 
up during very different stages of the 
family. How was your parenting different 
with each of your sons? What do you know 
about their personal career goals? 

Following this conversation, Mike, 
John, and their spouses should be in- 
cluded in ongoing discussions that rec- 
ognize their different perspectives while 
maintaining a constructive, problem- 
solving, forward-looking focus. 

If the family can create a construc- 
tive way to remember their losses, they 
may find the vision to move toward a 
meaningful future-with or without 
Carolina Construction Supply. 


First Create a Profitable Business 


JOE MATTOS 





ee needs to start by getting Mac 

to explain the purpose of CCS. 

She should help Mac see that 

creating a profitable business 
should be the first priority; only then will 
he be able to provide good, long-term 
jobs for his sons and, as an added bonus, 
enjoy his involvement with the company 
as a kind of hobby. 

After she clears that hurdle, Dee must 
convince Mac to organize the company 
like a real business. Carolina Construction 
must have a defined business plan and a 
clear operational structure. 

If Dee can get Mac to agree to a plan 
and a structure, she then faces the 
toughest problem of all. She must per- 
suade Mac to put John and Mike in posi- 
tions that match their interests and tal- 
ents. It is apparent that Mike has the ex- 
perience and talent to head up the sales 
department. And it is equally obvious that 
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John should be in charge of technology. 

Mac should also understand that the 
best person for the president's job is not 
a family member. 

Dee could suggest ways to fill that 
position. She could also help write job 
descriptions for all the positions at CCS, 
define organizational reporting and 
responsibilities, create reasonable pay 
plans for every position, and even help 
develop an employee manual-one with a 
"no dogs" policy! 

Finally, Dee needs to consider the 
ongoing roles of Mac and his wife, Bea, 
within CCS. Dee should recommend that 
they serve in a family advisory group as 
well as on the board of directors. 

The family advisory group would 
give Mac and Bea oversight of the family 
side of Carolina Construction Supply 
while reinforcing the separation of family 
concerns from the business problems. 


l'd like to do a lot of our business on- 
line—from ordering supplies to paying 
bills. But I get no support from Dad. He 
keeps saying that we have to attend to 
the fundamentals first —meaning sales, 
of course. The Web is completely 
changing distribution businesses. He 
refuses to see that." 

"Tried pushing him a little?” 

"Once his mind is made up. it's 
over. Even Mike is starting to get the 
picture. I've been trying to teach him 
about the Web, but he's all thumbs. 
He's also not inclined to take Dad on. I 
don't understand that, he and Dad 
have always fought like alligators.” 

In her next interview, Mike con- 
firmed what John had said. “I'm com- 
puter challenged, and I’m smart 
enough to know that's a problem. Still, 
l've got a lot of ideas for bringing this 
place into the digital age. We need 
some IT specialists—in HTML, broad- 
band—but I'm in a bind. I never 
wanted to work for Dad; why do you 
think I worked for the competition for 
two decades? But now he's paying me 
a lot—overpaying, really—and that 
makes it harder to look him in the eye. 

When Dee brought up Mac's re- 
luctance to discuss technology, Mac 
spluttered that he was open to all new 
ideas—just as long as they made 
business sense. When she mentioned 
the St Bernard, he told her that pets on- 
site were good for morale. Dee 
suspected that Mac didn't want to get 
into a wrangle with his wife over Little 
Bit and the dog. 

Dee's final interview was with 
Beatrice Helms Monroe, the gravel- 
voiced matriarch from Charleston, the 
heart of the Old South. Her parting 
words made Dee wonder why she'd 
made the call. "Dee, let's you and me 
get something straight. Don't you be 
criticizing my boys. Mike's come a long 
way from his college troubles, and he 
can take care of himself. And don't 
you knock Little Bit. He's my baby." 

Now, the night before the third 
and possibly final meeting. Dee lay 
awake trying to decide what she 
would tell Mac. © 
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Peter Leach, founder of Peter 
Leach LLP-a firm that advises 
on all matters relating to fam- 
ily business. He helped pre- 
pare family succession con- 
stitution for the GMR Group. 
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across the world. 


Dr. Vipin Gupta Roslyn 
Solomon Jaffe Chair 
Professor of Strategy at 
Simmons College, Boston and 
has authored Culturally- 
Sensitive Models Of Family 











Businesses; A Compendium 
Using The GLOBE Paradigm. 


Kavil Ramachandran Thomas 
Schmidheiny 
Chair Professor 
on Family 

. Business & 
Wealth Management at the 
Indian School of Business, 
Hyderabad. He has done 
extensive research on family- 
run businesses in India. 


Jaideep Motwani Chair and 
Professor of Management 

at the Seidman College of 
Business, Grand Valley State 
University, Michigan, USA. A 
global consultant and trainer 
for a number of family 
business organisations. 
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1. Harvard Business School 
offers executive education 
programmes on family 
business. http://www. exed. 
hbs.edu/ 
programs/fib/index.html 


2. Centre for Family 
Enterprise, Kellogg School 





of Management runs execu- 


tive education programmes 
on family business. 
http://www.kellogg.north- 
western.edu/research/ 
family/index.htm 


3. SP Jain Institute of 
Management & Research 
offers 18-month long Family 





Managed Business 
Programme for young family 
business managers, which is 
now in its 12th year. 
http://www.spjimr.org/fmb/ 


4. Family Business 
Institute, North Carolina, 
USA http://www.familybusi- 
nessinstitute.com/ 


ý ISB 

5. Indian School of Business 
runs special 

elective in family business, 

a one-year management 
programme. 
http://www.isb.edu/Faculty/ 


ThomasSchmidheiny Research 
Chair.Shtml 


This is only an illustrative list and should not be construed as BT's recommendations. 
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Where Fashion Gets Personal 





PHILANTHROPY-BYRRAJU FOUNDATION 


PRE-SATYAM (2008) 


ANNUAL BUDGET: Rs 13 crore 
(excluding joint programmes 
with the government). 


SOURCE OF FUNDS: Rs | crore from the 
Raju family each month plus external 
donations from NRIs or philanthropists. 


OPERATIONS: 200 villages in 6 districts 
of Andhra Pradesh. 


FOCUS OF TIE-UPS: To undertake joint 
programmes and to develop 
competencies. 


PRIORITIES: To invest in knowledge 
creation through research and develop 
concepts like rural BPO. 


GOAL: To reach 300 villages in 3 years. 
APPROACH: Charity. 


POST-SATYAM (2010) 
ANNUAL BUDGET: Rs 3 crore. 


SOURCE OF FUNDS: Partners, local 
community contributions plus 
user charges. 


OPERATIONS: Active in 160 villages 
across 6 districts of AP. Partially 
active in 25 districts. 


FOCUS OF TIE-UPS: To share costs, fund 
programmes and build self-sustaining 
models out of existing programmes. 


PRIORITIES: To leverage knowledge 
already existing, like telemedicine 
technology, to deepen impact of 
current programmes. 


GOAL: To retain operations in current 
villages and deepen operations in 
existing locations, and gradually 
provide services by advising and 
aiding others to replicate this model 
elsewhere. 


APPROACH: Social entreprenuership. 
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Survivi 


With funds from the Rajus of Satyam 











Computer Services not flowing in anymore, 


a foundation set up by them for rural 
transformation has reinvented itself 
to survive. £. KUMAR SHARMA 








A villager carrying purified 
drinking water from the 
foundation's treatment 
plant in Bhimavaram 





n October 6, 2008, 
Verghese K. Jacob received 
a routine cheque of Rs | 
crore from the Raju fam- 
ily, the founders and origi- 
nal promoters of Satyam Computer 
Services. Little did he realise that 
it would be the last cheque he would 
receive for the Byrraju Foundation, 
set up by the family in July 2001. “In 
January 2009, just a week after 
the confession of Satyam Chairman 
Ramalinga Raju, it was very clear 
that there would be no funds coming 
in and we braced ourselves for 
the worst,” says Jacob, 55, the 


self-styled “Chief Integrator” of 


the foundation. 

Beginning with the Raju family's 
hometown of Bhimavaram in the 
West Godavari district of Andhra 
Pradesh, the Byrraju Foundation, 
named after Ramalinga Raju's father, 
had adopted 200 villages across six 
districts in the state. Its ambitions 
were high and its reach wide. In effect, 
it was directly or indirectly impacting 
the lives of nearly three million people. 
Working as a cross between an NGO 


ing, restructuring became a daunt 

ing task. The first axe fell on over- 
heads and non-revenue raising act 

ivities like research. The next step was 
to find ways to make the foundation's 
programmes self-sustaining. For exa- 
mple, Byrraju now collects up to 
Rs 200 per head for every livelihood 
programme depending on the type 
and duration. Efforts are on to link up 
the beneficiaries of these programmes 
with microfinance institutions, 
encouraging the communities to take 
loans directly from these institutions. 


When the Satyam scam hit, the 





“We have changed from a charity 
to promoting social entrepreneurship” 
Verghese K. Jacob , Chief Integrator, Byrraju Foundation 


and a corporate social responsibility 
(CSR) operation, the foundation set 
up programmes in these villages 
related to healthcare, education, 
water and livelihood skills. The idea 
was to ultimately hand over owner- 
ship of programmes and institutions 
to local communities. These plans 
were funded by the princely monthly 
cheque from the Raju family, making 
it one of the biggest charitable foun- 
dations in the country. 

But when the cheque stopped com- 


foundation suffered from a massive 
loss in manpower as well. A core base 
of 900-odd people dropped to around 
600. A leadership team of 65. which 
guided the programmes, shrank to 
35. Since those dark days, the foun- 
dation has tried to redress this lack 
of manpower in various ways, like 
training the local beneficiaries to take 
over the running of the programmes. 
Or, finding volunteers from among 
students of Indian B-schools as well as 
those from foreign institutions. 
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The foundation then approached 
high net-worth Non-resident Villagers 
(NRVs), who hailed from these villages 
and wanted to give back to their com- 
munity. Close to 20 NRvs came for- 
ward, with each willing to give 
Rs 5,000-6,000 every month, which 
the foundation considers is enough 
to keep its operations ticking. One 
such NRV is K. Vijaya Kumar, 
Executive Director & CEO, KVK Energy. 
He hails from Podagatlapalli, a vil- 
lage in East Godavari district. He dec- 
ided to sponsor the foundation's 
" Ashwini" programme, which works 
in the realm of healthcare, distance 
education, agriculture and job train- 
ing for villagers. Says Kumar: "We 
realised that if an alternative route 
of funding was not put in place, there 
was a risk of losing whatever good 
the foundation had done." As a re- 
sult, Kumar says, his contributions 
rose from around Rs 5-10 lakh each 
year to Rs 5 lakh every month. 

This is a pretty hefty amount, 
which inevitably raises the question of 
ownership. Pre-2009, the founda- 
tion was headed by a Board of 
Trustees, comprising the three Raju 
brothers. Under them was a governing 
board of six members, headed by 
Jacob. Today, the trustees are gone 
and the governing board of four mem- 
bers is in charge. Steps are on to inc- 
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Dr D. Ranga Raju trez 
clinic ina 


lude 2-3 major donors like Kumar. 
Each member gets a vote, while the 
four neutral members guard Byrraju's 
independence. According to Nandini 
Raju, wife of Ramalinga Raju. the 
family is supportive of the direction 
the foundation is taking. 

Other than Nrvs, the foundation 
looked for funds in each of the 200 
villages it had adopted. In 140 vil- 
lages, 100 households in each village 
volunteered to give Rs 50 per house- 
hold every month. This assured the 
foundation another Rs 5,000 per 
month to continue operations there. 
Apart from these 140 villages and the 
20 with the support of NRvs, operations 
had to be partially scaled down in 25 
among the remaining 40 villages. 
Operations in 15 villages were stopped. 

Healthcare services were strug- 
gling for viability until the founda- 
tion entered into a partnership with 
the Hyderabad-based Care Hospitals, 
which agreed to fund healthcare 
for the next 10 years and also help 
with doctors. 

The foundation's water plants and 
waste management projects in about 
150 villages became viable only after 
it started charging for these services. 
Drinking water charges were raised 
from Rs 1.5 to Rs 2 for 12 litres, while 
households now pay Rs 5 each for 
garbage collection. The foundation 
even started selling organic manure 
made at its vermiculture plants for 
Rs 4 per kg against a production cost 
of less than Rs 2. Today, while 53 


ng patients at a foundation's 
age in West Godavari district 





drinking water plants have been set 
up, about 170 villages possess waste 
removal systems. The foundation says 
some 260 schools, benefitting about 1 
lakh children, will not suffer from a 
lack of funds as initial investments 
had already been made. 

Byrraju also deepened its pre- 
existing partnerships. The NASSCOM 
Foundation's programme to hone 
computer and English language skills 
increased from 5 villages to 32. 
Similarly, isRO's satellite link pro- 
gramme for distance education and 
telemedicine in 18 centres is also set to 
expand further. That apart, Byrraju 
sold Gram rr, its innovative rural BPO 
operation, for an estimated Rs | crore 
to Sridhar Gadhi, Founder-President 
and ceo, Paradigm Infotech Inc., and 
a former Satyam employee. 

The foundation had once envis- 
aged increasing its spread to 300 vil- 
lages by 2013, but the objective now 
is to retain and deepen operations in 
the existing ones. In five years, Byrraju 
hopes to become a consultancy that 
advises—and charges—companies 
and Ncos looking to replicate its pro- 
grammes elsewhere. The foundation 
is clearly not out of the woods just 
yet, but the way forward is clear. "We 
have changed from a charity to a 
social entrepreneurship model and 
want to encourage others to replicate 
our programmes for rural transfor- 
mation," says Jacob. © 
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MF Jobs Return 


Retail push triggers action on the hiring front, says Ma Foi. 


iring in the mutual fund ind- 

ustry is slowly but surely get- 

ting back on track if Ma Foi's 

recent report Hiring Trends in Mutual 
Fund industry in 2010 is to be believed. 
"The long-term growth outlook 
(in terms of assets under manage- 
ment) for the mr industry in general 
remains extremely positive because 
MF, as an asset class (as against bank 
fixed deposits, insurance, etc.), will 
continue to remain a compelling 
proposition," says Hastha Krishnan. 


new regulations coming in, more and 
more funds will go the retail way and 
require fresh skill-sets. 

In fact, January has brought in a 
positive sentiment notwithstanding 
a 10 per cent fall in the equity markets 
in recent weeks. "There's a sharp 
increase in placements," says 
K. Pandia Rajan, Mb, Ma Foi Group 
and Randstad India. 

So, who is hiring? It's a mixed 
bag, it seems. "While some of the new 
players like Peerless are going ahead 


"Some MFs are planning to have their captive distribution arms 
from the next financial year and are planning to hire sales people” 


CEO, Ma Foi Global Search Services. 
She, however, says that the assump- 
tion of growth is much lower than 
what it was three years back. 

According to the report, over the 
last 12 months, recruitment across 
various sectors, including the Mr ind- 
ustry, had come to a standstill as the 
global financial crisis hurt sales and 
dented order books, forcing companies 
to resort to cost-cutting measures. 
The wr industry was impacted as well 
and froze hirings post the meltdown. 
But that has changed in the last cou- 
ple of quarters when equity markets 
revived. 

Says Ashish Nigam, Head (Fixed 
Income), Religare Mutual Fund: "The 
growth of business has been good. 
Liquidity is going to stay and the busi- 
nesses are expected to grow." With 


Hastha Krishnan, CEO, Ma Foi 


with their plans, some other players 
like Bharti, pur, etc., are rethinking 
on their mr foray. These are typically 
firms whose core businesses were not 
financial services,” says Krishnan. 
Other firms who have received in- 
principle approval from markets reg- 


ulator Securities & Exchange Board of 


India (se) in the recent past are adopt- 
ing a wait-and-watch approach to 
scale up operations and hiring. 

Talent is being hired mostly at the 
retail and branch level. Some mrs are 
planning to have their captive distri- 
bution arms from the next financial 
year and are planning to hire sales 
people. "Companies like DBS 
Cholamandalam, which has been 
taken over by L&T Finance, are also 
looking at inducting some fresh blood 
into its system," Krishnan says. 





FACTBOX 


WHO'S HIRING: Companies such as Peerless, 
SBI MF, Tata MF. 


PPP Pee eee eee eee eee eee eee eee 


WHAT PROFILES ARE IN DEMAND: Talent is 
being hired mostly at the retail or branch 
level or in some cases functional head level. 


The report points out that 2009 
witnessed some major changes in the 
functioning of mr industry in India 
with ses! bringing about new regu- 
lations, altering the manner in which 
fund houses and distributors sold 
MF schemes. 

According to the report, the com- 


ing decade will see the emergence of 


advisory-based selling, which will be 
highly focussed on the individual 
investor's needs and a more efficient 
transaction process, resulting in the 
industry growing much more effi- 
ciently. The focus will shift from dis- 
tribution-focussed selling to advice- 
driven selling. And acquisition of right 
talent will be the key growth driver for 
MF companies in a scenario like this, 
says the report. © 
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Saksoft Ltd | Ltd 
" Business Analyst - Retail Banking Director - System Engineering 
| Location: Chennai Location: Bangalore 
SAKSOFT | Job ID: 7850139 YAHOO! | JobID:7541105 
Description: Aspirant must have a good mix Description: Applicant must have exte 
| of banking experience, software experience & | hands on experience on managing large 
software implementation experience and EXT. UNIX Systems environment; knowledge 
atleast 3 - 5 full lifecycle implementations. networks and content distribution or 
Internet. 
| TATA Projects Ltd / \ Tata Teleservices Limited 
Deputy Head - HR | Head Content Development 
«I» Location: Hyderabad | ee Location: Noida 
TATA : à 
Job ID: 7839556 | Job ID: 7646866 
VAYA PROJECTS LIMITEI Description: Key functions: Develop HR | TATA Description: Person must have minim 
strategies, HR goals & policies; manage | | years experience in content developme 
training & development programs; plan m instructional design; training experience i 
manpower resource requirements, financial skills preferred. 
budgets for HR Department. 
Wipro Technologies | The Tata Power Company Ltd. 
| Project Mgr-L4 qv Logistics - Co-ordinator 
| Location: Bangalore TATA Location: Mumbai 
Job ID: 7880459 Job ID: 7559030 
Description: He/She must have strong TATA POWER Description: Graduate with experien 
WIPRO. | | ai & | 
Applying Thought | fundamentals on Project and Project | | shipping and related logistics field; fami 
= Management; must have certification like z with accounts settlement and foreign exc 
PMP,CPIM; should have managed projects. claims raised by shipping companies. 
ACS, Inc. 
| Capgemini | | Manager- Service Delivery 
| Project Mgmt Project Manager Location: Bangalore 
| dp Capgemini Location: JURAN | Job ID: 7871680 
| ceewewee sus | Job ID: 7885460 | Description: Primary role is to tra 
Description: Applicant must have relevant client's objective and requirements 
experience in project management, risk 











| | solution concept based on prosp: 
management, budget management, IT ws | customer's offerings and our capabilities. 
infrastructure projetcs. 
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Shakti Solutions Private Limited 


IPsoft India Pvt Ltd | US IT Recruiter 
Senior IP Telephony Engineer / Lead IP Location: Chennai 
i G Telephony Engineer Job ID: 5998706 
SOFT Location: Bangalore | Description: Experience in US recruitment 
Job ID: 7814159 | Shakti with good experience in end to end 
Description: Skills: IPCC Enterprise/IPCC | Solutions | recruitment, understanding the company 
er Express/ICM/CVP (Cisco Voice Portal). requirements, sourcing profiles, very good in 
Certification in CCVP,CCIE-Voice is a plus. communication skills, willing to work in night 
shifts. 
IPsoft India Pvt Ltd 
| Shift Lead(Morning)-Websphere | Oracle 
Administrator Java / J2ee Senior Developers 





Location: Bangalore Location: Bangalore 


Description: Exp in Websphere Description: Person must have relevant 





5/6/7Websphere Portal Server (WPS) | experience and will be working with |2EE, 
IHSiPlIanet Apache XML, EJB, JSE, JSP, Web Services, latest Oracle 
Linux /UnixShell/JACL/]ythonWLMSitemin technologies (11g, Oracle Fusion, ADF etc.) 
der. 
| Tesco India Tech Mahindra Limited 

Linux Tech Lead Unix Shell Scripting Developer 

TESCO Location: Bangalore in Tech Location: Delhi 

waw aw ar a | JobI1D: 7883038 servers and econ cavers | JODID: 7765144 
Description: Aspirant must be skilled and Description: Applicant must have expertise in 
comfortable in Linux administration, Unix Scripting - Shell, Perl,awk java script,K- 
configuring, maintaining, and troubleshooting; shell; knowledge of Java, C++, Oracle 10g/9i 
knowledge of Red Hat Enterprise Linux 5.x.. with PL/SQL, middleware. 
Saksoft Ltd Wipro Technologies 
Datastage Developers Remedy Developer-L2 
Location: Noida Location: Pune 

SAKSOFT Job ID: 7882194 | Job ID: 7880404 








Description: Candidates must have expertise 
and relevant work experience in datastage 
development. 


WIPRO | Description: Job holder must have exp. in 
programming & software development, 
experience on the Remedy AR System engine 


and ITSM suite. 
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^ WalueLabs 


AVP - Sales 

Location: Hyderabad 

Job ID: 7780505 

Description: The candidate must have a 
strong SW background and the ability to 
understand client businesses and needs. An in- 
depth understanding of the software services is 
essential. 


Cummins India Limited 

Regional Sales Manager 

Location: Pune 

Job ID: 7847015 

Description: Looking for a person with 8-10 
years Manufacturing Engincering / Marketing 
with exposure to Genset Field(MBA marketing 
Desirable) / OEM business. 


, Hon 


eywell 
Market Research Analyst 
Location: Delhi, Gurgaon 


Honeywell | job mp:7744148 





cenpact ™ 


To apply for a 


DOVE | 


Description: He/she must have working 
knowledge of business research techniques 
and methodologies; excellent MS office / 
browsing skills. 


| Genpact 


Business Development Manager 

Location: Delhi, Mumbai 

Job ID: 7726133 

Description: Applicant must have enterprise 
sales experience, experience in selling to 
strategic accounts in India (1500 Crore + 
annual turnover), selling to SME segment. 


obs logon to www.monster.con 
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Sales Manager 

Location: Jaipur 

Job ID: 7469485 

Description: Candidate must have at lea: 
years of experience in sales insurance, gx 
communication skills and good performa 
track record . 


-) CMS Info Systems Pvt Ltd 


Sr. Arca Sales Manager 

Location: Mumbai 

Job ID: 7467583 

Description: Responsible for getting 


jJ selling of AMC contracts for FMS fi 


TATA 


rc 


Territory Manager, Sr.Territory Mana 
Team Management; Key Acco! 
Management. 


Tata Teleservices Limited 

Business Development Manager 
Location: Panipat 

Job ID: 7858248 

Description: Duties: Gross sale ta: 
achievement, meeting collection targets 
reducing bad debts, recruitment of des 
manpower at channel. 


Thomson Reuters 

Senior Market Research Analyst 
Location: Bangalore 

Job ID: 7745860 

Description: Person must have grad 
degree (MBA/MLS); experience a 


= competitive/market analyst; knowledge 


. 


research sources including web-based etc. 


Jobs" box »» And click the "Go" butt 








Finance Jobs brought to you by monster.com 


|, Cummins India Limited 
Cost Accountant 
Location: Daman 
Job ID: 7847040 








3 McAfee | 





Description: Looking for candidates having 
1-4 years in costing function; experience in 
handling costing activities in a plant; co- 
ordination in stock verification. 


Syntel Inc 

Finance Professional 

Location: Mumbai 

Job ID: 7746454 

Description: B. COM / Banking & Insurancc/ 
M.COM candidates with AMFI / NCFM 
certifications and knowledge of capital 
markets / mutual funds /account and MS 


Excel. 


ACS, Inc. 

Sr. Accounting Assistant 

Location: Bangalore 

Job ID: 7711614 

Description: Aspirant must have knowledge 
of customs, bonding & debonding procedures, 
STPI compliance formalites, fixed asset 
accounting and calculation of depreciation. 


McAfee Software India Pvt Ltd. 

Senior Financial Analyst 

Location: Bangalore 

Job ID: 7745936 

Description: MBA or CA/ICWA or BE/ 
B.Tech with understanding of accounting 
domain functions, various finance reporting, 
and consolidations; knowledge of Excel and 
Ms-Access. 
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Thomson Reuters 
Assistant Manager - US Taxation 


| Location: Hyderabad 





GENPACT " 


-eto Ku mye 


Deloitte. 


Job ID: 7767555 

Description: Dutics include evaluating talent 
for employment, ensuring company policies 
are followed, administering performance 
reviews and recommending merit and 
promotion increases. 


Tata Teleservices Limited 
Taxation - Manager 

Location: Mumbai 

Job ID: 7804636 

Description: Tasks: Checking of CENVAT 
credit details, maintain monthly CENVAT 
register, prepare MIS updates 
VAT & CST rcturns. 


, checking of 


Genpact India 

Process Developer (Finance & Accounting) 
Location: Jaipur 

Job ID: 6792636 

Description: Tasks: Audit of loan/lease 
documents; preparing of invoices; working on 
general accounts; forecast planning; manage 
access database. 


Deloitte 

Taxation - Manager 

Location: Hyderabad 

Job ID: 7879383 

Description: Person must possess knowledge 


| and skills with the appropriate tax research 


databases; assist in the preparation of matrices, 
tax manuals, spreadsheets etc. 








For the fastest, easiest and most 
economical way to get to the 
perfect resume, call us or email 
at sales@monsterindia.com. 
We'll get you 
the right candidate, 
no matter what. 
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MONEY-ETFs 


The 
ETF Advantage 





A buoyant stock market makes exchange traded funds an attractive 
investment option that combines the relative safety of MFs and the 
freedom and flexibility of investing directly in stocks. manu kausnik 


or most investors, mutual 
funds (Mrs) are the pre- 
ferred route for investment 
in equities. They find it 
prudent to leave the has- 
sles of investing in stocks to fund 
managers, who have the requisite ex- 
pertise and infrastructure at their 
disposal, rather than get into equities 
on their own, which can take a huge 
toll of their time and, in case of any 
misjudgment, their investments. 
But the almost runaway rise in 
the stock market indices since April 
last year (62 per cent in Sensex 
and 56.6 per cent in Nifty), which 
investors and experts alike see con- 
tinuing unabated over the long 
term, has brought the focus back 
on a less celebrated but very useful 
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Rs 1,00,000" 


INVESTED A YEAR 
AGOIN THE FOLLOWING 
HAS TODAY BECOME... 


Diversified Equity Funds^ 


Rs 190,400* 
ETFs^ Rs 1,89,360* 


Index Funds^ 


Rs 1,71,170* 


Reliance Industries 


Rs 1,58,450* 


#As on February 5, 2009 
*As on February 4, 2010 
^The returns are average of top performing 
diversified equity, index and exchange 
traded funds 
Source: BT Research 





investment product that combines 
the best of both worlds—the rela- 
tive safety of mrs and the freedom 
and flexibility of investing directly 
in stocks: errs or exchange traded 
funds. 

So, what exactly are eres? They 
are hybrid products with features 
of both a mutual fund and exchange 
listed securities. An Err represents a 
basket of stocks that forms an index 
such as Nifty 50 or Sensex 30. eres 
are traded on the stock exchange 
and can be bought and sold directly 
during trading hours just like indi- 
vidual stocks. Their unit prices are 
derived as a proportion, usually 
1/10 or sometimes 1/100, of the 
index they track, 

Consider this: Rs 1,00,000 
invested a year ago in a top Err has 
given returns of close to 90 per cent, 
which is second to only the aver- 
age yield of the top performing di- 
versified equity funds and better 
than the average return of the best 
performing index funds and an out- 
performing stock like Reliance 
Industries (see graph on the opposite 
page). Says Gaurav Mashruwala, 
Director, ACE Financial Advisory 
Services: “In the last one year, errs 
have performed well due to the 
sharp run-up in the stock market. If 
you're trying to get market returns, 
then errs still appear to be an att- 
ractive option for investors with a 
long-term horizon." 

One of the big selling points for 
ETrs is that they minimise risk and 
help investors diversify their port- 
folio. Investing through Eres ensures 
that the downside risk is defined, 
i.e. if the market falls by, say 10 per 
cent, it is likely that the err will also 
fall by the same proportion. Analysts 
believe that most investors don't 
have the expertise to take calcu- 
lated risks while building a stock 
portfolio. The problem gets worse 
when they get busy and forget to 
even look at the portfolio they have 
built so carefully. “Eres, on the other 


hand, are automatically diversified 
equities. They greatly reduce the 
risk because there is minimal expo- 
sure to any particular stock," says 
Rajan Mehta, Executive Director, 
Benchmark Mutual Fund. 

Another advantage of ETES is 
that they never seek to beat the 
market. Instead, their goal is to 
move in tandem with a particular 
index. To put it differently, many 
ETFS strive for a beta of 1 relative to 
the underlying market index. A beta 
of 1 means that the errs are neither 
more nor less volatile or risky than 
the wider market. 

How exactly do errs function? 
ETFs have a very transparent port- 
folio holding and predefined cre- 
ation basket. Since the price of eres 
is driven by market forces (demand 
and supply), usually they trade at a 
premium or discount to their NAvs 
(net asset values). The role of the 
asset management companies (AMCS) 
is to keep the market price of the 
ETF close to its NAv with the help of 
market makers. Such market mak- 
ers (arbitrageurs) are always in the 
market to take advantage of any 
significant premium or discount 
between the ETF market price and 
its NAV by doing arbitrage between 
the err and its underlying portfolio. 
The arbitrage mechanism ensures 
that there is no significant premium 
or discount to the NAv. At the same 
time, additional demand/supply is 
absorbed due to the action of the 
arbitrageurs. 

In India, errs are often confused 
with index funds. This is because 
both track major indices. However, 
both differ significantly in terms of 
transaction costs, flexibility and 
other qualitative issues. Index funds 
make new fund offers (Nros) and 
invest the corpus in the index-basket 
a fund tracks. Units are traded at 
NAVS based on closing prices. 
Investors deal with the fund house. 

On the other hand, an evr is not 
created through an Nro. The man- 





HOW TO BUY AN ETF 
& OWN AN INDEX 





LN piper Sas 
value of the index it tracks. 


For example, the Nifty BeES unit is set 
Fa erat, he Ny Be 





You buy or sell an ETF just ike you - 
would buy or sell a listed stock. 

You pay brokerage on each buy or sell. 
Prices change real-time as the 

index value changes. 





Each ETF unit is priced at an agreed 
fraction of the index (usually 1/10th). 
You can sell an ETF for the real-time - 


You can redeem ETFs in kind for the 
underlying stocks in proportion. 





Returns 


An ETF will yield almost exactly the 
Same return as the index that it tracks. 


It is a passive investment with a fixed 
basket of stocks. 


It can be traded intra-day or held for- 
the long term as you choose. 


; ETFs vs 
) Index Funds 


ETFs offer better liquidity and need 





ANNE NUNN Mnt Hte Semet Ha nt Penta no E SEVA ELS Ee MA iR A iA AR VA EAT 


But ETFs require a demat account. ETFs 
don't offer systematic investment plans 
(SIPs or SWPs). 


ETF brokerages add up with each trade. 
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MONEY-ETFs 


agers interact with "authorised par- 
ticipants” (aps or member-brokers). 
to create the err. An AP offers the err 
manager a complete basket. (If the AP 
exits, ere units are redeemed for the 
shares.) APs sell the errs onwards, 
charging brokerage. Prices change as 
the index fluctuates. 

On most counts, ETFS score better 
than index funds. Despite the fact 
that index funds are passively-man- 
aged and don't charge management 
fees like other mutual funds, they 
still have higher expense ratios 
(1 to 1.5 per cent) than errs. The av- 
erage expense ratio for an ETF is be- 
tween 0.5 per cent and 1 per cent. 
Besides, index funds carry entry/exit 
loads that vary from 1.5 per cent to 
2.25 per cent. ere investors have to 
pay a brokerage commission at the 
time of buying and selling that is far 
lower than the load charges. As com- 
pared to index funds, which require 
a minimum investment amount of 
Rs 5,000, errs offer a low-ticket entry 
for investors with limited funds who 
want to get into equities. 

Due to their structure, ETFs have 
an inherent advantage over index 
funds insofar as they mimic the exact 





performance of the underlying index. 
In contrast, index funds have to keep 
some amount in cash to deal with 
expenses (asset management fees, 
agents' commissions, brokerage on 
buying and selling of shares) and 
potential daily redemptions. This 
"cash drag" brings in negative track- 
ing errors-——which means lower 
returns of an index fund from the 
index to which it is benchmarked. 
"Index funds cannot be used to 
take advantage of short-term move- 
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TOP 5 ETFs 


NAME 


Bank BeES 
ICICI Prudential SPICE 
Figures in per cent 


ments in the market. They don t let 
you buy or sell the index at the exact 
point in time you wish to. In order to 
profit from the price movement in 
your fund, you would have to wait 
until the end of the business day 
when the net asset value is calcu- 
lated. On the contrary, err allows 
investors to take advantage of in- 
tra-day changes in the market," says 
Lakshmi Iyer, Head (Products), 
Kotak Mahindra Asset Management, 
adding that over the next 12-15 
months, errs would be able to give 
around 15 per cent returns. 
"Investments in Errs should be made 


"Keep your ETF investment for 
a longer time horizon to reap the 
actual benefits" 


Gaurav Mashruwala, Director, ACE Financial Advisory Services 


with a time horizon of at least one 
year. It is advisable for an investor to 
allocate 10-15 per cent of equity 
portfolio towards ETFs,” he says. 
Agrees Mashruwala: "In the cur- 
rent market scenario, there exists 
tremendous long-term investment 
opportunities in the stock market. 
Keep your ETF investment for a 
longer time horizon to reap the 
actual benefits." 

Currently, India has a total of 11 
index-based rrrs largely tracking the 





PERFORMANCE 


Benchmark Expense 
| Ratio 
CNX Bank Index 0.5 
Nifty Junior Index 1 
CNX NIFTY index 0.5 
CNX Nifty Index 0.5 
BSE Sensex 0.8 
Source: Mutual Funds India 


Sensex, Nifty and Bank indices and 
their total assets under management 
(ETF) stand at Rs 654.52 crore (as on 
January 29, 2010). But despite so 
many good qualities, why have ETFS 
failed to become as popular as mutual 
funds? First, there is a lack of infor- 
mation and marketing of these prod- 
ucts on the part of the asset man- 
agement companies. Further, bro- 
kers prefer their clients to trade stocks 
as each transaction earns them com- 
mission, whereas gres are bought for 
a longer period of time and traded 
less frequently. Also, there isn't much 
variety in eres today: Only two com- 
panies (Kotak AMc and Benchmark) 
have more than one ETP product in 
the market. Globally, there are Errs to 
cover every major index, asset class, 
and niche within them. 

There is another reason why ETFS 
have not become very popular yet. 
Says Mashruwala: “For a vast 
majority of investors, systematic 
investment plan (sie) offered by mut- 
ual funds look very attractive as a 
small scale saving option. SIP in ETFS 
is a manual effort while sip in mutual 
fund is an automated process.” 

But things are expected to change 
in the near future. Experts believe 
that as the volumes start picking up 
and investors’ interest rise, more 
funds tracking a wider range of 
indices will make their way to the 
markets. That probably will be fol- 
lowed by hardsell as well. © 
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5 Star Rated Fund from Value Research 


DSP BLACKROCK 


FUND 


əTax benefit under 
Section 80(C)" 


e Create wealth over 
the long term 


COMPUUNDED ANNUALISED RETURN AS ON JANUARY 29, 2010 
PERIOD |_| DSP BLACKROCK TAX SAVER FUND - GROWTH OPTION S&P CNX 500^ 
Last 1 year 88.57% 88.46 
Last 3 year 
Since Inception 


NAV / Index Value (Jan 29, 2010) 


‘Benchmark. “Since inception” returns are calculated on Rs. 10/- invested at inception, viz. date of allotment (18th January 
2007). All returns are for Growth Option. DSP BlackRock Tax Saver Fund, which is benchmarked to the S&P CNX 500 Index 
is not sponsored, endorsed, sold or promoted by India Index Services & products Limited (IISL). IISL is not responsible for any 
errors or omissions or the results obtained from the use of such index and in no event shall IISL have any liability to any party 
for any damages of whatsoever nature (including lost profits) resulted to such party due to purchase or sale or otherwise of 
DSP BlackRock Tax Saver Fund marked to such index 


Past performance may or may not be sustained in future and should not be used as a basis for 
comparison with other investments. 


Five-stars indicate that a fund is in the top 10 per cent of its category in terms of historical risk-adjusted returns 


"Deduction of up to Rs. 1,00,000/- from total income in a financial year DSP BLACKROCK 
Visit www.dspblackrock.com MUTUAL FUND 





DSP BlackRock Tax Saver Fund - 5 Star: Value Research Fund Ratings are a composite measure of historical risk-adjusted returns. In the case of equity funds 
this rating is based on the average monthly returns for the last 3- year and ine periods. These ratings do not take into account any entry or exit Ts 
open-ended Equity Tax Planning Funds were rated as on January 31, 2010. Value Research Fund Ri atir 108 £ are subiect to change every month. The Rating ised 
on primary data provided by respective funds, Value Research does not guarantee the accuracy. DSP BlackRock Tax Saver Fund (OSPBRTSF) i s an open ended 
eq ji e f linked savings scheme whose prim ary investment objec "live is to seek to generate medium to D ong erm capital appreciation from a d ed porti that 
s substantially constitut ed of equity and equity related securities of corporates, and to enable inve: ors avail of a deduchon from total income permitted under 
the Inc ome Tax Act, 1961 from time to time Asset Allocation: "Equi ity and eqi fitv related securities: 80% to 100 o: (investments in ADRs, GDHs and foreign eguit 
securities: 0% to 20%); Debt, securitised debt and money market securities: 0% to 20 (Exposure to Securitised debt w vil not exceed 1! of the net assets of thí 
Scheme). Features: Nomination facility available, subject to applicable conditions as per the Staten em ff Additional Information (SAI) and Scheme Informat 
Document (SID). SIP facility available. SWP & STP available subject to completion of 3 qe ck-in period. Declaration of NAV V on all Business Days. Hedempt 
normally within 3 Business Days (subject to the completion of a 3 year 'ocK-in period > and Re mp! n o! Units on ali Business Days at Purchase Prici 
Redemption Price respectively. Minimum investment : Rs. 500/-. Entry load : NIL; Exit jad N.A Statutory Details: DSP BlackRock Mutual Fund was s« ) 
Trust and the settlors/sponsors are DSP ADIKO Holdings Pvt Lid & DSP HMK Holdings Pvt. Ltd. (collectively) and Black — Inc. (Combined liability restricted 


Rs. 1 lakh). Trustee: DSP BlackRock Trustee Company Pvt. Ltd. Investment Manager: DSP BlackRock investment Managers Pvt. Ltd Risk Factors: Mutual 
funds, like securities investments, are subject to market and other risks and there can be no assurance that the Scheme s objectives will be achieved 
As with any investment in securities, the NAV of Units 'esued under me Scheme can go up or down depending on the factors and forces affecting capita 


markets. Past performanc ze of the sponsor/AMC/mutual fund does not indicate the future performance of the Scheme. Investors in the Schemi BING 

a guaran teed or assured rate of return. Each Scheme/Plan is required to o hav fe ti) minimum 20 nvestors and (it) no sir gle nvestor hold na»; | WT it ty 
aforesaid point (i) is not fulfilled within the prescribed time the Scheme/Pian concemed will be wound up and in case of breach of the afore: 

of the ores scribed period, the investor's holding in excess of 25% of the corpus will be redeemed as per SEB! guidelines . DSPBRTSF is the name of the Sc heme 
and does not in any manner indicate the quality of the Scheme, its future prospects or returns For scheme specific risk factors, please refer th eme 
Infc mal in Document (SID). For more details, please refer the Key Information Me randum cum App ication Forms, which are available t vebsit 


www.dspblackrock.com, and at the ISCs/Distributors. Please read the SID and SAI carefully balore investing. 
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GREAT EXI 


Actor 

The most searched Indian celebrity on 
Google, she was voted one of Asia's 
Sexiest Women by Eastern Eye. 


Football Player 

The face of modern Indian football, 
He is the first Indian to play 
professionally in Europe. 


Congress MP 

One of the youngest MPs in the 
country, he represents India’s richest 
constituency, Mumbai South. 


A sportsman who has single-handedly lifted the image of Indian football against all odds. 
An actor who has taken a chance with offbeat roles, like Rocket Singh, early on in his career; 
another who beat even Michael Jackson last year to be the most searched person on Google 

in India. A marketing whiz behind successful ideas of the giant company, Godrej, and a 
young politician who is an inspiration for Bollywood and the common man alike. 


A DECADE FOR IDEAS AND IDEALISM 


Will India's new generation make a difference, break the pattern, or will it merge into the 
existing system? Hear five successful young Indians from diverse fields speak their minds on 
Reality vs Idealism, March 13, 2010. 


Join us as the world’s topmost writers, entertainers, spiritual leaders, sportsmen, 
thinkers, scientists, economists, business leaders, techies, innovators and 
politicians, gather to discuss, debate and decide what to expect of the new decade. 
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CTATIONS 


Actor 

The hottest new sensation 
in Bollywood, award- 
winning actor Ranbir 
Kapoor came into stardom 
last year with Wake Up Sid. 


Executive Director 

& President (Marketing) 
Godrej Group 

Among other things, 

Tanya Dubash is in charge 

of Marketing & New 

Product Development 

of the Godrej Group. 


v | NEW DECADE: 
=! GREAT EXPECTATIONS 


March 12 & 13, 2010 
At Taj Palace Hotel, New Delhi 


CONCLAVE SPONSOR 


ADITYA BIRLA GROUP 


For further enquiries & registration contact: Conclave Desk: 011-23731481 or 23731402 


or visit at www indiatoday«i Ori lave COMI 
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President, Centre for Policy Research 
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Editor-in-Chief, India Today Editorial Director, India Today Group Managing Editor, India Today 
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Venue: 
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INDIA 


REGISTRATION FORM DAY 


Please complete one form per participant. Registration will be Confirmed on receipt of relevant fee 
Title (Miss/Ms./Mr.) First Name: .............. en EOE ONE DR EDT OC TETUR RERO Surname: 





MEME c c Ls EITO E ict PAEA GRAN ini 


"esc00999999999099409090909900000000820000002040)00284€00409004490000000909^00090040600004020440990089040009009)00000904049090040nàa844980800945029299 


| LL om ed Mobile... | 


FO ooo isse: See c re ; Ee —— 


REGISTRATION FEE’ 


Indian Citizen/Resident ^ International Delegate 










(INR) (US $) 
Delegate Fee Nus ae ie eee 85,000 1800 
Early Bird Registration Fee (Offer validi X Te oT See 
Single Delegate BOSS oN LO Soe SS Te ws 
Special offer for State Bank of India Account Holders — | 50,000 | tont 


(Payment through cheque only) 


* Fee is per person and only for attending the CONCLAVE. I 
It does not include travel charges, hotel charges or airport transfers. SPECIAL OFFER FOR SBI ACCOUNT HOLDERS 






aeS ini. i Leere reo ERR PAIR „Total Registration Fee... 
9 PAYMENTS 
Due Tage Dee NERIS LLL. aea e ehe d REM e dO TERG E VEG Dh EE UES OTOP peace ne) eee RIPE VÀ 
Payments for registration may be made in any one of the following ways: 
Credit Card 
og ox oF 
CESA O Cou uia ET AMI E EHI EMO REER Gr DEBÍA Expiry Date:..... 
amor CODEC cauacsseu A S lg eG rekko elit en mtereteeni noatri Date of Birth: 
SAMS Or CORINA na Mea ec acea a Dess 


INDIA TODAY CONCLAVE, INDIA TODAY, 1-A, Hamilton House, Connaught Place, New Delhi-110001 

Wire transfer to: INDIA TODAY CONCLAVE, Account Number 051- 306157-002, Hongkong and Shanghai Banking Corpora- 
tion Limited, Birla House, Barakhamba Road, New Delhi-1 10001, India. 

1 om TaD — — EM OSTEN Date:......... 


Remittance for International Delegates: 


Remittance Routed Through Chips 
Currency Code No 
HSBC Bank, New York 302755 
GBP HSBC Bank, London 40-05-15 
SWIFT ADDRESS MIDLGB22 
EURO TRINKAUS UND 
BURKHARDT'S SWIFT 
ADDRESS TUBDDEDD 


Please mail/fax this form to: CONCLAVE DESK, INDIA TODAY CONCLAVE, 1-A, Hamilton House, 
Connaught Place, New Delhi-110001. 


For any further enquiries, call us at: «91(11) 23731481/23731402, Fax: +91(11) 23752148, or 
E-mail: conclavedesk@intoday.com 
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For more details, visit 


www indiatodayconclave.com Speakers may change without prior notice 


PERSONAL TECHNOLOGY 


Future Net 


g paradigm, HTMLS, is going to drastically 
, OF SO we are told. But will it? kusuaw mitra 


The web's new codin 
reshape the Internet 


—lmagine a video background to the 
website you are visiting. 

—/magine an interactive cursor that 
alters the page as you move it around. 
—lmagine creating an interactive 
presentation on your mobile phone. 


hanks to the proliferation of 


video, 





rich data services 

streaming music, real-time 

social media—the Internet is 
changing and with it, the program- 
ming language that forms its core— 
Hyper Text Markup Language 
(HTML)—is also adapting. A new mod- 
ified version of HTML, called HIML5. will 
remove several complexities that web 
designers face and users experience 
everyday. It will also help websites 
become more intuitive and cus- 
Lomised, and remove the need for sev- 
eral plug-ins that litter every browser 
today. More importantly, mrw.5 will 
allow a true multi-screen experience, 
giving users on other—smaller— 
devices a web experience compara- 
ble to that on a desktop. 

Today, as mobile phone users are 
well aware, the typical "rich" Internet. 
with its contextual drop-down menus 
and embedded information, works 
horribly on smaller devices. That is 
because , Adobe's Flash. the software 
that often powers a lot of this rich con- 
tent, particularly animation and videos. 
does not work very well on smaller 
devices because of the amount of com- 
puting resources required. Many things 
that HTMLS will do are already possible 
with Flash today—online photo edit- 
ing (try www.picnik.com), for exam- 
ple. And while Adobe is developing a 
"Mobile Flash" version, products like 
Apple's new iPad do not have Flash 





Apple's iPad: No Flash, all HTMLS 


support simply because Steve Jobs, 
Apple's Chief Executive, does not think 
it is useful. Jobs believes that it will be 
HTMLS, not Flash, that will drive the 
Internet going forward. 

But what is HTML5 all about? 
Simply put, it takes the Javascript/Ajax 
environment that allows websites a 
lot of interactivity across platforms. 
to another level. Now, before vou get 
too confused, you use this interactivity 
pretty much daily if you use Google's 
Gmail, for example. Many of its features 
are built around the Javascript/Ajax 
platform. That is how e-mail addresses 
auto-complete and drop-down menus 
work. On HTML5, everything will bec- 
ome more intuitive. 

It will also allow for a richer web 
experience. So, while today you can see 
mouse-overs (the little pop-ups that 
appear whenever your mouse pointer 
goes over some text), vou will be able 
to see a dynamic web page in the sense 
that as you move your mouse, the 





page's shading will change. You would 
also be able to have a video back- 
ground to your page. And because 
HTMLS5 will process everything on the 
server side (cloud computing), vou 
can run Flash-like applications such as 
www.mugtug.com/sketchpad. 

But HTML5 is far from being a final 
standard as it is still being developed. 
There are also questions about the 
video format that can be used in imus 
because there are no popular non- 
proprietary video formats available. 
Plus, content owners need to be 
assured that their content cannot be 
stolen. And besides this, processors 
such as Qualcomm's Snapdragon, 
with a power-sipping 1 GHz proces- 
sor designed for mobile phones and 
portable devices, mean that today’s 
web runs decently well even on 
smaller devices. 

Jobs is right, the web is changing 
and HTMLS is the future, but the future 
is still quite a way from reality. © 
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BOOKS 


“Maruti exceeded 
its production 
target of 20,000 
units... At that 
point, vendors, as 
many others, 
changed their 
attitude and 
realised that 
Maruti might not 
fail, and could even 
dominate the car 
market in India..." 








Pursuing global auto giants 

to pick one as the partner, 
developing a modern supplier 
base, keeping politicians and 
lobbyists at bay... Maruti's 
founding management team 
braced all this and much more 
to create the iconic car. RC. 
Bhargava, a key member of 
the team, recounts the inside 
story of Maruti's birth in his 
forthcoming book co-authored 
with Seetha. Exclusive excerpts: 


PUBLISHER: 
Collins Business, an imprint of HarperCollins India 


PAGES: 383; PRICE: Rs 499 


How Suzuki trumped Daihatsu, Mitsubishi and others: 


By mid-January [1982], Daihatsu, Nissan/Subaru and Mitsubishi were the only 
companies in the running for partnering Maruti. British Leyland’s Morris Ital was 
not found suitable. Renault had not supplied information that had been sought 
about the R-9...Fiat had also indicated that its capacity to render engineering and 
technical assistance was limited...Peugeot had a good car... but could not meet 
Maruti's time schedule. 

One day, in February 1982, I was handed over a telex message...My blood ran cold 
when I read it. The telex was from Daihatsu to Escorts, assuring the latter that it 
intended to manufacture a car with it, and that it was maintaining the relationship 
with Maruti only to understand the Indian automobile market...How it landed up at 
the Maruti office is a mystery that has never been solved...Maruti was virtually 
stranded without a viable partnership opening.... 

When all seemed lost, providence provided a solution in the form of Suzuki 
Motor Co (smc). A telex arrived within days of the Daihatsu fiasco, saying that smc 
was very interested in the project and if it was not too late, it would also like to par- 
ticipate in the selection process. I telexed back saying Maruti was ready to talk. This 
unexpected development was also one of those events which show how chance 
shapes events and destinies. An article had appeared in the January 31 1982 issue 
of India Today which recapitulated the twists and turns in the Maruti saga...and car- 
ried a picture of the Daihatsu Cuore as the likely choice for Maruti. A director of smc, 
flying from Chennai to Delhi to catch his flight to Tokyo, read the India Today article. 
He was horrified that suc's arch rival, Daihatsu, was apparently walking away with 
such a big project and the smc board was not even aware of this. He promptly alerted 
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smc headquarters, which lost no time in contacting Maruti. 

It later transpired that the letter which Maruti had written to Japanese car 
companies before the visit made in November 1981 had gone to the overseas 
engineering division instead of the overseas marketing division. This was treated as 
a routine enquiry and was apparently not brought to the attention of anyone in the 
top management of Suzuki. 

SMC quickly followed up my telex. S. Nakanishi, who was then a young executive 
in the overseas marketing department, and is presently the Managing Director of 
Maruti Suzuki India Limited, was the first to 
arrive...sMC was asked to give a detailed com- 
mercial proposal in the next week or ten days. 
Within a few days, smc sent what [pv] Kapur 
|Heavy Industries Secretary] recalls as a 
three-metre-long telex with a complete 
proposal for collaborating to manufacture an 
800cc car. 





Building faith, keeping politicians at bay: rhe first 192 
cars to roll out of the factory in December 1983 were almost entirely Japanese cars, 
with only the tyres and the batteries being Indian, supplies coming from Chennai- 
based MRF and Kolkata-based Chloride India (later renamed Exide Industries) respec- 
tively. The indigenisation percentage was a mere 2.76 per cent and it stayed at less 
than 10 per cent till March 1984. 

The December 1983 deadline of starting production and sale of cars necessitated 
starting production with imported skp kits.... Maruti had committed to achieving 95 
per cent indigenisation in five years.... Maruti, however, had to face an uphill task in 
developing the vendor base. For almost the entire period after 1950, the supply of 
cars was less than the demand, with long waiting periods. In this situation, the 
manufacturers had little concern for providing quality cars.... The poor quality of 
original equipment meant a thriving market for spare parts, the shoddy quality of 
which ensured a steady demand of replacement pieces. There were enough stories 
about automobile manufacturers themselves, or their relatives, having majority or 
full stake in component manufacturing companies and making their profits from 
selling spare parts at high prices. 

Maruti recognised the huge challenge before it, as hundreds of suppliers had to be 





persuaded to not 
: only upgrade 
Suzuki had recommended tdsdepvand 
Sunil Mittal's name for a dealer- manufacturing 
ship... but Ludhiana was already n" i; 
. to change their 
committed to another person. attitade toqualty 
and meeting obli- 


gations and commitments. Most vendors did not think that a small delay in meeting 
their supply schedules, or some shortfall in quantities, was a significant matter.... The 
problem of developing good vendors was compounded by the fact that in 1982 there 
were very few people in India who would have taken a bet, at almost any odds, on the 
success of Maruti, or the company achieving a production volume of anywhere near 
1.00,000 units within five years. Maruti was seen as a political project. 

During 1984-85, the first full year of operations, Maruti exceeded its produc- 
tion target of 20,000 units... At that point, vendors, as many others, changed their 
attitude and realised that Maruti might not fail, and could even dominate the car 
market in India.... 





Then a junior executive, Shinzo Nakanishi, 
MD & CEO of Maruti Suzuki today, was 
rushed to Delhi by SMC in 1982 to seal 
a deal after it almost missed the bus. 


Top: India Today's January 31, 1982 
story that alerted Suzuki on Daihatsu 
almost walking away with the Maruti 
project. Above: The very first Maruti car. 
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Landmark debut: (top) Indira Gandhi 
handing over the keys to Maruti's 
first customer Harpal Singh, an 
employee of Indian Airlines 


Reaching a milestone: (bottom) The 
one millionth car from Maruti being 
handed over to Mother Teresa 





As the possibilities of Maruti beating the odds and becoming a success story 
increased, many people wanted to invest in component manufacturing and become 
suppliers to Maruti. Some thought political connections could be a substitute for 
experience, because Maruti was a public sector company. Mathur [V.K., one of the 
two officials in charge of vendor development] recalls one politician approaching him 

in his office at the factory and 


V. Krishnamurthy, then Vice Chairman saying that he had ten acres 
& MD, who was brought in by Mrs Gandhi of land next to the Maruti 


factory and a few crore of 


to steer the project, kept favour- seek- rupees, "You tell me what | 
ing politicians and lobbyists at bay. should produce.” Mathur 


replied that he would not be 
able to offer any suggestions and he could see the components displayed, choose what 
he wanted to manufacture, get the technology and return with a sample. “Come back 
then and we'll discuss it.” The politician went into a monologue about how close he 
was to Mrs Gandhi and that she had sent him. As Mathur listened patiently, the man 
said, “I want you to know that I got Mr Krishnamurthy his job.” 

This gave Mathur an opening. He said, "Saab, since he is beholden to you, why 
don't you go and ask him?" The man left quietly. The next morning, on the way to 
the weekly project review meeting, Mathur told Krishnamurthy, "Sir, yesterday | was 
privileged to meet the person who gave you your job,” and recounted the incident. 
Krishnamurthy laughed and said he would take care of the matter, The politician 
never reverted. The message went out to the Maruti management—no compromises. 


Getting the first dealers: The concepts of marketing and consumer 
satisfaction were almost alien to the automobile industry of that time. With the supply 
of cars lagging far behind demand neither car manufacturers nor dealers had to bother 
about marketing the cars or going an extra mile in providing after-sales service. 

Maruti was to change all that.... The dealers were going to be the lynchpin in the 
whole marketing exercise, since they were the public face of 
Maruti, and much thought went into developing a sound 
dealer policy.... 

Dealer selection was the only area where the manage- 
ment took political recommendations into account. It was 
felt that one of the requirements of success of a dealer would 
be his relationships and influence in the allotted territory. If 
the candidate met all the other requirements of being a 
dealer, it would be an advantage if an important political 
leader, familiar with the territory, would make a success of 
the dealership.... 

Interestingly, one of the applicants for a dealership was a 
young man from Ludhiana called Sunil Bharti Mittal. He 
came with his father, Sat Paul Mittal, who was then a 
Congress MP. SMc had also recommended his name, as he 
was importing and selling their portable generator sets in 
India. However, he came somewhat late, as a dealership in 
his town had already been committed to another person 
and there was no scope for a second dealer. Years later, 
Mittal got in the telecommunications business and founded 
the Bharti Group, which has become the largest mobile 
telecommunications company in India, and has diversified 
into other businesses. Mittal is now among the world's 
richest persons. (9 
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SMART EXECUTIVE 


How to Decide Effectivel 


It's simple. Keep an eye on the goal. saumya suatracnarya 


ffective and strong 

decision-making 

skills, both at work 
and in personal life, can be 
learnt only through prac- 
tice, but there are rules that 
can help you avoid men- 
tal pitfalls. Michael J, 
Mauboussin, Chief 
Investment Strategist at 
Legg Mason Capital 
Management, and Adjunct 
Professor of Finance at Columbia Business School, talks about these rules in his recent 
book, Think Twice—Harnessing the Power of Counterintuition, published by Harvard 
Business Press. According to him, the first step towards making better decisions is to 
think about the problems and issues clearly, Raise your awareness about the situation 
you are in. Research has shown that if it is explained to people how they might go wrong 
with a problem before they decide, they do much better in terms of taking a decision. 

It applies to the best of minds. “It is particularly surprising that some of the biggest 
mistakes are made by people who are, by objective standards, very intelligent,” says 
Mauboussin. To buttress his point, Mauboussin cites the example of Stephen Greenspan, 
the renowned author of Annals of Gullibility: Why we get Duped and How to Avoid it. 
Greenspan offered expert advice on becoming less gullible, but lost 30 per cent of his 
savings in the Ponzi scheme run by Bernard Madoff. 

Of course, not every decision requires to be thought through; stakes are low in a large 
majority of decisions taken everyday. "Using a specific process comes in handy when 
stakes are high and when your natural decision-making process leads vou to a sub- 
optimal choice," Mauboussin says. 

An important part of this process is a simple, inexpensive technique—a decision- 
making journal. Whenever you make an important decision, take a moment to write 
down what you have decided, how you have arrived 
at the decision and what you expect will happen as 





Rose. d - a consequence, Keep a checklist, too. This will help 
ARE MADE BY PEOPLE ^" think of the aspects that you might have inad- 
WHO ARE, BY OBJEC- vertently overlooked. Suggests Mauboussin: "A 
TIVE ST AND ARDS good checklist balances two opposing objectives. It 
VERY INTELLI GENT" should be general enough to allow for varying con- 

ditions, yet specific enough to guide action. Finding 
i puede ai IRR this balance means a checklist should not be too 
Legg Mason Capital Management long; ideally you should be able to fit it on one or two 


pages." While you are at it, watch for the possible 
sources of failure. Psychologist Gary Klein calls this process a "pre-mortem", which oc- 
curs before a decision is made. “One assumes that he is in future and that the decision 
has failed. You then give plausible reasons for your failure," says Mauboussin. © 


Log on to www.businesstoday.in for Running Effective Meetings and Creating a Project Plan 
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1. Single out the objec- 
tive of your decision. 


2. Prepare. Gather 
information about 


all aspects. 


3 Look at the outcomes 
that you are required 
to achieve. 


4. Thrash out all alterna- 
tives. Make a list of 
these options. 


at Assess each option 
against the outcomes 
listed. 


6. Ascertain the 
best option. 


r^ Apply your decision 
into action and 
execution. 


8. Evaluate the outcome 
of your decision to 
further hone your 
decision-making skills. 


SUGGESTED READING 





DECISIONS, DECISIONS: THE 
ART OF EFFECTIVE 
DECISION MAKING 


By David A. Welch 


HARVARD BUSINESS 
REVIEW ON DECISION 
MAKING 


By Harvard Business School Press 
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EVENT-GOLF 





The Runner-up Team: 1. Capt. A.S. Mann, Managing Director, Simran International 


2. Harsh Mariwala, Chairman & MD, Marico 3. Ashish Pabalkar, 


Head, Sales, Reliance Capital 


4. Raju Panjwani, Chairman and Joint MD, Omega Capital Advisory Services 


» runners-up received a trophy, a Greg Norman Travel Bag from Honda, a bottle of Teacher's S 


tter set from Religare and a planner from The Venetian Macao 


BT- HONDA PRO-AM OF CHAMPIONS 2010 


) from Beam Global 


In the Green 


The 15-year-old BT-Honda Pro-Am Championship ushers in a new decade as 


it tees off in the financial capital. 


he Mumbai round of the 2010 Business Today- 
Honda Pro-Am of Champions teed off at the 
1 8-hole Willingdon Sports Club, located in 
the heart of India's financial capital. On à 
bright and clear winter morning, cool by 
Mumbai standards, gentlemen CEOs and golfers started 
trooping in for the 15th Business Today-l fonda golf 
event. The early birds—Mahendra Doshi, Chairman, 
i KP. Merchant Financing; Vikram Sud, Group Coo, 
Kotak Mahindra; Ravi Prakash, Managing Director, 
General Real Estates Enterprise; and Ram 
Kewalramani, Vice President, Special Situations Group, 
Centrum Capital—teed off at 8.00 a.m. sharp. 
The tournament, played on the stableford format 
to 75 per cent of the original handicap, saw a turnout 
of 88 ardent corporate golfers. With three of the 
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holes closed for renovation, the tournament had to be 
played over 15 holes. 

Players were overheard commenting that the course 
and fairways were in fine fettle, though some of the 
greens were a bit on the slow side. However, tough pin 
positions meant putting was a real challenge, the 
players said. 

The ar Pro-Am of Champions, India's only stand- 
alone Pro-Am golf event, has, since its inception in 1995, 
established itself as the premier Pro-Am in the country. 
Regular participants volunteered that the event was well 
organised as usual and that they considered it a privilege 
to be a part of the event. 

Top corporates came out in force at the Mumbai 
event. These included Rudratej Singh, Global Brand 
Director. Oral Care, Hindustan Unilever; Prashant 


Purker, President, cic! Venture 
Fund Management; Vikram Sud, 
Group coo, Kotak Mahindra; 
Sanjeev Dhand, Country Head, 
Emerging Corporates India, ING 
Vysya Bank; V.K. Sethi, Senior 
Vice President, Vodafone Essar; 
Arjun Bhandari, Director, Global 
Banking, Deutsche Bank; Harsh 
Mariwala, Chairman & Mb, 
Marico; Anil Kapur, Mp, South 
Asia, Western Union Services India; 
and Sudhir Patel, Chairman, 
ABC Bearings. 

In the individual 17-24 handicap 
category, the winner with 33 points 
was Mayur Kamdar, Director, 
Prasam Exports & Pretex Solutions. 

In the 9-16 handicap category, 
the winner was Ashish Aggarwal, 
Director, Amasan Insurance, with 
38 points. Finally, in the 0-8 handi- 
cap category, the winner was 
Subhash Naidu, Director, Pitstop 
Consultancy, with 32 points. All in- 
dividual winners get a chance to 
play at the national finals in Delhi 
later this year. 

With 88 points, the team 
consisting of Sanjeev Vaz, Managing 
Director, Vevaa Business Solutions; 
Vijay Chhabria, Chairman, 
Amarsons; Dr Anand Shah and 
Thomas Schickler, Head, Cash 
Management, HSBC Bank, bagged 
the top honours. The team of Capt. 
A.S. Mann, Managing Director, 
Simran International; Harsh 
Mariwala, Chairman & Mp, Marico: 
Ashish Pabalkar, Head Sales, 
Reliance Capital; and Raju Panjwani, 
Chairman and Joint MD, Omega 
Capital Advisory Services, came 
runners-up with 85 points. 

The championship is promoted 
by Business Today, part of The India 
Today Group and Honda Siel Cars 
India Ltd., in association with rr 
Welcomgroup Hotels, Religare 
Services, The Venetian Macao, 
Cleveland Golf, Urban 18 and 
Teacher's. The official magazine 
for the event is Golf Digest India. © 





Winning Team 


tional 
n Partner 


5. Sanjeev Vaz, Managing Director, Vevaa 
Business Solutions (L), receives the 

prize from Ajay Budki, National Sales Head, 
Honda Siel Cars India 


6. Vijay Chhabria, Chairman, Amarsons Textiles, 


receives the prize from Ajay Budki 


T. Dr Anand Shah receives the prize from 
Ajay Budki 


The winners received a trophy, a Greg Norman 
Duffel Bag from Honda, Teacher's Origin Scotch 
from Beam Global, a 3-day, 2-night stay at The 
Venetian Macao Resort, a putter set from 
Religare and a planner from The Venetian Macao 


8. Handicap category (17-24) Winner Mayur 
Kamdar, Director, Prasam Exports & Pretex 





Individual Winners 
ery 


Solutions-33 Points (right) with Malcolm D. 
Mistry, Publishing Director, India Today, and 
Ajay Budki 


9. Handicap category (9-16) Winner Ashish 
Aggarwal, Director, Amasan Insurance-38 Points 
(left) with Ajay Budki and S. Nagarajan, 
Director, Ethos Summit 


10. Handicap category (0-8) Winner Subhash 
Naidu, Director, Pitstop Consultancy—32 Points 
with Ajay Budki and S. Nagarajan 


The individual winners each received a trophy 
hand-crafted timepiece from 125-year-old Sy 
watchmaker Edox, Teacher's 50 Scotch, Diary 
Calendar from The Venetian Macao Resort 
set from Religare and a chance to play in the 
national finals in Delhi (stay courtesy IT 
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SHOMBIT SENGUPTA 


Colours Inc. 


Strategic consultant SHOMBIT SENGUPTA, 54, has done a curious act. He has got 


24 top ctos of India to paint on canvas, and will display their work of art at the 


National Centre for the Performing Arts (NCPA) in Mumbai in March. The painters' 


list reads the who's who of India Inc. Wipro Chairman Azim Premji, Chairman 
of Mahindra & Mahindra Keshub Mahindra, Chairman and wp of Marico Harsh 
Mariwala, and Britannia Mp Vinita Bali, to name a few. Sengupta started Shining 
Consulting in Paris in 1984 and its subsidiary 3Rabbit Design in India recently 
and is known for his emotional surplus theory for communication for brands and 
companies. His brand usp? His astute skills, of course. His next catch: A painting 
by Vindi Banga, President (Foods, Home and Personal Care), Unilever. 
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KESHAV MURUGESH 


Fresh Innings 


He brews a mean cup of 
South Indian filter coffee 
and collects coffees from all 
over the world. But for the 
moment, coffee can wait as 
KESHAV MURUGESH, the new 
Group CEO at business 
process services provider 
WNS, is busy brewing plans 
for his new role. Says 
Murugesh: "I want to posi- 
tion WNs as the nimble, flexi- 
ble and innovative partner 
whose people and offerings 
help drive clients top line 
and bottom line." He has 
also been elected to the 
Board. Murugesh, 46, most 
recently served in the 

same role at Nasdaq-listed 
Syntel Inc., an tT services 
company. He is used to new 
innings, after all, cricket is a 
passion. He recently played 
a CEOS vs Celebrities match 
at the Bombay Gymkhana, 
which his team won. 
Beyond work and cricket. 
Murugesh works with the 
student community and 

is the Chairman, India of 
Students in Free Enterprise 
(SIFE), a global organisation 
headquartered in the us that 
spreads entrepre- 







neurship 
among 
students. 





PETER MUKERJEA 


Now, the Foxtrot 


Media hawks were quick to swoop down on his recent India visit, which 
he readily acknowledges, but shrugs off the plans to bring in Fox News: 
"Me bringing in Fox News? It is someone's wild imagination. Totally 
mythical,” says the 50-something PETER MUKERJEA, ex-CkO of STAR India. 
who exited from a management position at INX Media early in 2009. 

But he's got plans that turn him hunter, from being hunted. "I am 
developing our executive search business focussing on chief executive 
and independent board director positions," he says. Behind every 
successful man is a woman—his wife Indrani Mukerjea continues to keep 
her interest in recruitment space alive with mx Global. That's not all: He's 
finished penning Confessions of a rv Executive, which will be published 
later this year. And in the little time that's spare, Mukerjea works to 
improve his handicap—in golf. 


PLACE 


Singapore 


Fancy a Dragon ride in Far Far Away, piloting prehis- 
toric dragon flies in Jurassic Park or "duelling" roller 
coasters in Sci-fi City? Don't have to look very far. The 
Chinese New Year is set to ring in the opening of 
Universal Studios theme park in Singapore, the first 
such theme park in South Asia and the second in Asia. 
The movie-themed park on the eastern part of Resorts 
World Sentosa, Sentosa Island, will feature seven 
themed zones, each encircling a lagoon. The themes 
include Madagascar, Ancient Egypt, Sci-Fi City, New 
York, apart from Far Far Away and Jurassic Park. 

And if this gets a little too touristy, there are always the 
white sand beaches. (9 
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Google buzz & 


PRODUCT 


Google Buzz 


Google Wave was supposed to be 
Google's new social collaboration 
tool, but it got a cold response. 
Google Buzz is different: it isn’! 
an invite-only service and the 
functionality will be rolled out 

to all Gmail users within weeks. 
Essentially it allows users to post 
status updates that will be circu- 
lated among other Gmail users 
(with Buzz), who you have mailed 
in the past. Following or unfollowing 
is easy enough and like Facebook. it 
allows you to make "rich" updates 
(photos and video) and also embed 
pictures. Google Buzz is integrated 
into the Gmail interface on devices 
such as the iPhone and those that 
run Google's Android operating 
system. Importantly, it "embeds" 
Buzz updates in existing networks 
such as Facebook and Twitter. Gmail 
has been à proven productivit 
enhancer, with Buzz we are prett) 
sure Google has invented a 
productivity killer. 
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The leadership lesson 
| remember best 


People resist thei ry 
pain of change th on't 
resist change. 2999 


~ 







litical leaders 
the most 


Wireless 


Internet The business leaders 


| admire the most 


Alfred Sloan, Robert 
McNamara, Jack Welch and 
Prakash Tandon. 


Books/movies | would 
recommend on 
leadership 


— Alfred Sloan's My Years with 
General! Motors, Controhyour 






Destir d Jack Welch, The 
Leadership Moment by Mike 
Usee Outliers by 






Malcolm 


The differe 
between a me 
and a leader 
A manager manages busin 
complexity, a leader moves 
people and the community 
from a current mindset to 
a future mindset. 
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JOY IS BMW. 
THE LEADING LUXURY 
CAR BRAND IN INDIA. 


BMW EfficientDynamics A 


: : : , — 
Less emissions. More driving pleasure. 





The story of Joy continues at www.bmw.in or your local Authorized BMW Dealer 
North: Chandigarh: Krishna Automobiles +91 172 5041 000 
Delhi and NCR: Deutsche Motoren (South-East hitg? 11 42300 
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East: Kolkata; OSL Prestige +91 , 10 

West: Ahmedabad: Pa: Motors +97 79 2684 1231 Indore: Infinit «Q 
Mumbai: Infinity Cars +91 226714 0, Navnit Mot ) Ff Pune 








^ANith Boeing asa trusted partner, 
"to success for India's aerospace. ' 
promises to be a short one. We're corni tte 
to expanding the manufacturing and ~ 
? engineering base through key partnership 
.. . Backing them up with industry best practice 
such as program management and aerospac 
"and lean manufacturing processes. Propelli 
the Indian aerospace industry to the globą 
stage, the possibilities of how high this 
partnership will soar are, indeed, endless. 
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From the Editor 


irmal runs an electronics repair shop in somo 
Delhi. A migrant from Jharkhand, he (busi fes LOG ty) 


í— 


wanted the Union Budget to deliver better 
education for his children, more low-cost housing 
and better access to loans for small businessmen 
like him. In a remote Uttarakhand village, Abhey 
Kumar is the only doctor and that too without an 
MBBS degree. His Budget wish was a medical college. 
A group of students at a street corner in Mumbai 
wanted the Finance Minister to do something for 
the poor, but without burdening the middle class. These snapshots of 
disparate demands, gleaned from some channel surfing on Budget eve, 
suggest that people still think of the Budget as a magic wand that can 
solve all their economic problems. This imagery of the Budget throws us 
back to the times when Budget Day was a day of collective mortification: 
When cigarette vendors made a packet by attaching a speculative 
premium on popular brands, when car owners queued before petrol 
pumps to fill their tanks before midnight, when the captains of industry 
assembled tax consultants to estimate the potential damage 
to their fortunes; when refrigerators were taxed as "luxury goods" and 
talcum powder attracted a 105 per cent excise duty. Thankfully, none 
of this happens any more on the last working day of February, but the 
impression of the Budget being a Pandora's Box lingers. 

That said, Budget 2010 is, indeed, an historic one, and not because 
of what Finance Minister Pranab Mukherjee said in his speech. This 
year's Budget had the unusual confluence of three forces powering it: 
The report of the 1 3th Finance Commission, the impending introduc- 
tion of the Goods & Services Tax (csr) and the in-the-making Direct Tax 
Code. Collectively, these three factors hold a much larger sway over the 
economic destiny of Indians than a Budget or two. These reports are 
like the pieces of a jigsaw puzzle that must be placed together with the 
Budget 2010 to complete the picture. This is exactly what we have 
attempted to do in our cover package (pages 40-66). Don't miss the 
Budget speech for the year 2014 on page 66. 

Budgets are only a means, 
the end being development of 
the country. In this issue, we 
showcase many such end 
results. Our special feature 

RICHES (pages 108-124) captures the 
FROM tales of a clutch of businesses 
exclusively serving the 
bottom of the pyramid. Then 
check out the extent of pri- 
vate interest and investment 
in water on page 78. And on 
page 146, we tell you how it took motivation, money and a bit of miracle 
to make Palakkad India's first 100 per cent electrified district. 


odi A Savion 


ROHIT SARAN 





N'S SECURITY IS BUI 
N MORE THAN JUST DEFENCE. 


20:20: ET POL MESS un ea ee 8 


Y hae systems oam indig 


There's more to a defence partnership than just 
importing hardware. BAE Systems is committed 
to developing a long-term business in India to 
help build on the nation's defence and security 
capabilities. Achieving this in India will require 
skilled employees, design and development 
capabilities, manufacturing facilities, and a 
domestic supply chain. This will play a crucial 
role in reducing defence imports and maximising 
the technical, economic and strategic benefits 
of a strong defence industry. All of which adds 
up to a real advantage for Indian security 


BAE SYSTEMS 
Fe vey eee 
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Young Blood Takes Charge 


What | find most emblematic of Gen Next: The New Inheritors 
(Br cover, March 7) is their passion for finding new purpose and 
their enthusiasm for redrawing the profiles of their family-run 
businesses. These pedigreed talents are already taking their 
companies on a transformational journey and building on the 


pioneering spirit of their founders. 


Making Their Own Mark 


Even lumpy caterpillars become silk-winged 
butterflies. By virtue of their genetic 
destiny, the NextGen business leaders are 
already plugged into big business and they 
only need to inhabit their roles efficiently to 
be dubbed successful. However, there is 
something refreshing about business scions 
going against the grain of established fam- 
ily business to plant their flags on new 
ventures. Instead of enjoying the fruits of 
their parents’ labour, these young inheritors 
at least want to hit gold by doing their own 
digging and prove themselves not by their 
pedigree but by their performance. 

Vineet Achyut, Delhi 


At Loggerheads 

The bickerings of the Ambanis, Mafatlals, 
Modis, Doshis and Shrirams bear out the 
truth that the biggest challenges facing 
family businesses today aren't market chal- 
lenges, inheritance taxes or competition 
from larger rivals but those from family dy- 
namics. Sibling rivalries, incompetent heirs 
and equity spread too thin are the reasons 
why family businesses run out of fuel after 
the third generation. M. Kumar, Delhi 


Overworked and Underpaid 





Shashi Shekhar, Bangalore 


(businessjtoday) 


Ila. 


GEN 11 


E NEIN 


| am astonished to see sti ranked 7th in the list of The Best Companies to Work 
For (Br, Feb.7). It seems your correspondent did not speak to employees 
before writing the story. Otherwise it would have been difficult to escape how 
demoralised sei employees feel today due to the delay in wage settlement. 
Clerical employees in ser who joined last year receive Rs 8.000 p.m., which 
is less than what a class iv state government empk vee gets. Bithika, Cuttack 
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Correction & Clarification 


We refer to your story The GenNext Cometh, 
dated March 7. In a table “Top 25: Circa 
2009", the asset base of the Essar Group is 
given as Rs 36,837.49 crore whereas it 
was Rs 97, 360 crore. 

Manish Kedia, Sr. VP, Corporate Affairs, Essar 


The asset base of Rs 36,8 37.49 crore for the 
Essar Group in 2009 was based on the value 
of its listed companies and not for all companies 
under the group, many of which are unlisted. 
Editor, BT 


Salary Bar 
With reference to The Coming Battle Over 
Executive Pay (BT, Feb. 21), the top exec's pay 
should be pegged as a multiple of the average 
pay ofthe firm or its lowest-paid employee. 
For listed companies, executive pay needs to 
reflect the growth in eps and dividend payout. 
Tony Augustine, Bangalore 
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the Last Recall? 


Globally, car recalls to rectify defects are commonplace. In India, it's still a novelty because 
of the effete regulatory framework that is supposed to protect consumers. KUSHAN MITRA 


n mid-2009, the news broke that there seemed to be a 
problem with the floormats in the Toyota Camry in 
the us (the mats were blamed for pushing the acceler- 
ator pedals down). The issue seemed like a small one and 
the company rubbished claims for a recall. By third week 
of February, Toyota Motor Corporation had recalled a 
whopping 8.1 million cars in Europe and America. That 
was more than Tovota's production of 7.81 million vehi- 
cles in 2009. Toyota India's Deputy Managing Director, 


Sandeep Singh. clarified that there were no issues with the 


products sold in India since they got their parts from a dif- 
ferent supplier, though he would not be drawn into a de- 
bate regarding a design flaw. 

The problems were not Toyota's alone. Honda re- 
called over 640,000 cars in January and 400,000 more in 
February and then on February 24, Maruti-Suzuki an- 


nounced that it was recalling 105,000 A-Stars (sold as the 


Alto in Europe) because of a faulty fuel pump that could lead 
to fuel leakage. These included around 35.000 cars sold in 


Europe as the Nissan Pixo. The Indian media went to 
town with the story, though Maruti bosses wert 
unperturbed about this. Chairman R.C. Bhargava a 
serted that this was a "proactive" recall before any con 
sumer complained. 

The above examples have put the spotlight once again 
on how carmakers, in an attempt to consolidate sales 
numbers and market position, sometimes over-exceed 
themselves. Indeed, globally car recalls are not uncommon 
The National Highway Traffic Safety Administration 
(NHTSA) in the us recalls cars for everything Irom mal 
functioning window wiper systems to defective car jack 
that collapse when a user raises the car to change a tyr 
žut in India certainly it's a novelty, even though experts be! 
ieve there have been umpteen cases where the manu 
facturer has been at fault. Veeresh Malik, entrepreneur and 
consumer rights advocate, believes that recalls don t hay 
pen often enough in India and most recalls that have 


happened are due to "global" faults. “There is no agence’ 
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A SEASON 
OF RECALLS 
In the last few months, 


close to 10 million vehicles 
have been recalled. 





Toyota Motor Company 
8.1 million vehicles across 
the world 


moves: Camry, Prius, Aygo, 
RAV4 " 


PROBLEMS: Sticking 
accelerator pedals 





Honda Motor Company 


1 million vehicles across 
the world 


woners: Fit/Jazz, second-gen- 
eration City (including 8,500 
in India), Civic, Accord, CR-V 


PROBLEMS: Faulty power 
window ivi 





Maruti-Suzuki 
100,000 vehicles 


All A-Stars, including 40,000 
in India 


PROBLEMS: Faulty gas pump 





Hyundai 


50,000 Sonata 
(the new models, not sold in 
India as yet) 


PROBLEMS: Faulty rear-locks 


WORDSMITH 


(NEW WORDS IN BUSINESS) 


Shovel Ready 
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such as NHTSA in the United States that 
can mandate recalls," says Malik. What's 
more, in India insurance companies that 
actually have traffic accident data treat 
it like an official secret —unlike the West 
where this data is available to the public 
and safety authorities and gives early 
warning signals about defects in particu- 
lar car models. In fact, Malik says that he 
wrote to the Insurance Regulatory & 
Development Authority (IRDA) to make 
this data available but to no avail. 

The problem. according to one in- 
dustry insider, is with the Indian regula- 
tory framework. Vehicle safety comes 
under the Ministry of Road Transport & 
Highways, the insurance data goes to 
the Ministry of Finance and car buyers' 
rights come under the Ministry of Cons- 
umer Affairs. Worse, with few legal opti- 
ons other than consumer courts, con- 
sumers have no legal recourse. In fact, 
India has had only one major "class- 
action" court case that is common in the 
Us—the Bhopal Gas tragedy—which is 
slowly winding its way through the courts 
25 years after the event. In the event, 
therefore, car companies or for that mat- 
ter any product company is safe in the 
knowledge that tort law in India is not 
codified and any action will take years to 
wind through the Indian legal system 
by which time most products would have 
lived their entire product cycle. In con- 
trast, in western countries the auto com- 
panies can be sued for millions if they 
find manufacturer's fault—and hence 
as a preventive measure, the faulty car 
models are swiftly recalled for repairs. 

Of course, most companies in India, 
say analysts, are also loath to recall in an 
attempt to retain brand equity—given the 
global experience. Toyota is a case in point. 
As more details emerged of how the 





What it means: A project is considered shovel ready if it has 
advanced to the stage where work may commence on it 


immediately. 


Origin: The word originated in the United States in late 19905. 
It was first used by the National Grid, an electric utility in New 


2010 


company saved $100 million (Rs 460 
crore) by delaying regulatory safety 
changes, Toyota Chairman Akio Toyoda 
made a grovelling apology in front of the 
lawmakers to avoid damaging the com- 
pany's reputation in the Us market. In 
India, Maruti has already been inundated 
with queries and questions from A-Star 
customers. Dilip Chenov, Director General, 
Society of Indian Automobile 
Manufacturers (siam), though, says that 
the pre-emptive steps by Maruti could help 
its reputation, “because consumers would 
have started talking of the A-Star's poor fuel 
economy otherwise”. 

Some industry observers feel that cars 
in India are not as sale as they ought to be. 
"Not only do manufacturers downgrade the 
vehicles they sell in India by removing 
safety features (airbags. anti-lock braking 
and in some cases even make structural 
changes), but they also take advantage of 
Indian consumers' willingness to accept 
problems," says Malik. 

Chenoy, however, takes a contrarian 
stance, arguing that vehicles in India face 
strict tests (even though vehicles sold here 
do not require mandatory crash testing as 
of now). Recalls have happened in India 
several times in the past. "They have just 
not been called a 'recall'," he says. "the 
Environment Protection & Control 
Authority (EPcA) mandated that Tata and 
Ashok Leyland rewire their CNG buses in 
2005. What was that if not a recall?” 

All said and done, in India the regula- 
tory framework needs an overhaul to make 
carmakers more accountable. The change 
can begin with something as simple as in- 
surance data being made available to the 
public, but that will possibly require the 
de-tariffing of automotive insurance— 
another issue, like 3G telephony, that 
hangs fire even after several years. 
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Leadership Lessons from India | 


The leadership style of Indian executives is radically different 
from their American counterparts, reveals a study. 


A Stark 
Difference in Focus 


Indian leaders spend more 
time on internal issues. 


EN US CEOs EN Indian CEOs 


CEOS who | CEOs who 
are devoting | are devoting 
less time | more time 


REGULATORY ISSUES 
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| SETTING STRATEGY 
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MEDIA RELATIONS 
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DAY-TO-DAY MANAGEMENT 
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24% 
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he rapid strides made by India Inc. in recent 

times has put the spotlight firmly on Indian 
CEOs and their effective leadership. Now, the 
senior faculty at the prestigious Wharton School 
has done an incisive study on what makes the 
Indian CEOs tick. 

The research team interviewed senior ex- 
ecutives at 98 of the largest India-based com- 
panies, including the likes of Infosys, Reliance 
Industries and Mahindra & Mahindra. The 
study reveals that the leaders of some of India's 
biggest and fastest-growing companies take an 
internally focussed, long-term view and put 
motivating and developing employees higher on 
the priority list than short-term shareholder in- 
terests. While the Us executives gave more at- 
tention to external demands—regulatorv con- 
cerns, the board and shareholders—only a small 
proportion of Indian executives gave additional 
attention to these. Indeed, the majority of Indian 
executives spent more time on setting strategy. 
Thev focus on creating the incentives, organi- 
sational structures and culture that will enable 
an improvisational approach to strategy. 

Interestingly, the study concludes that Western 
leaders should adapt this Indian managerial ap- 
proach to their own circumstances, pursuing in 
particular two readily achievable goals: Investing 
in training and strengthening social mission. 
(For details, read HBR's Mar. ‘10 issue, now on news-stands) 


York in a reference to development of "brownfields"—the abandoned 
and frequently contaminated industrial sites that were being cleaned 
up and made available for development. 


Current usage: It has now found global usage with reference to 
projects which are candidates for economic stimulus spending. 





























SERVO 








You've got the 
steel to build a nation. 


We've got the oils 
that build your steel. 











l Industrial Oils 
100% PERFORMANCE. EVERYTIME. 


SERVO offers 
complete lubrication 
- Solutions to meet 
- all your requirements. 


Industrial Oils | Marine Oils- 
Automotive Oils | Greases 


FOCUS 


NUMBERS 
OF NOTE 


13.6 mn 


The estimated number of people 
in India who became poor or 
remained in poverty due to the 
economic slowdown in 2009, 
according to the United Nations 
Department of Economic & 
Social Affairs. 


8 lakh tonnes 


India's estimated hazardous 
e-waste production by 2012, 
according to the Central 
Pollution Control Board. This 
is an exponential jump from 
1,46,800 tonnes of e-waste 
generated in 2009. 


$14.5 bn 


The revised offer by Reliance 
Industries for bankrupt 
petrochemicals maker 
LyondellBasell, which will 
allow Lyondell's creditors to 
opt for cash or equity as 

part of the deal. 


40% 


The percentage of Indian youth 
who had completed secondary 
education, according to a study 
by Population Council, Dethi, 
and International Institute of 
Population Sciences, Mumbai. 
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The Rise and Rise of Dell 


The computer maker is riding a strong growth wave in India. 


DELL GAINS GROUND 


OVERALL PC NOTEBOOK PC 


CA pe 
16.2% 26.3% 


par UJ 
13.6% — 24.896 


acer acer 
10.4% 15.9% 


Source: IDC 


por consecutive quarters of growth in 
the rc industry. resurgence in con- 
sumer demand and rapid emergence of 
the small business market have propelled 
computer maker Dell, overtaking Hewlett- 
Packard (HP), to the top in India's fast- 
growing notebook computer market be- 
sides helping it consolidate its second 





place in the overall rc market. In the last 
calendar year, the company crossed 

$1 billion in revenues here—perhaps the 
fastest tech MNC to cross this mark— 
hired top managers to bolster weak busi- 
nesses and embarked on a string of ad 
campaigns to win share in a competitive 
and fragmented market. 





Data for 04, 2009 


According to technology researcher 
inc, the Indian market recorded a strong 
25 per cent year-on-year expansion (in 
volume terms) in the final quarter of 2009 
to 19.7 lakh units. And Dell capitalised on 
the robust consumer demand. In particu- 
lar, it was the white-hot notebook market 
that drove its growth. inc estimates that 
the notebook market grew over 50 per 
cent in the fourth quarter of the last calen- 
dar to 6.9 lakh units. "We have done a lot 
of things in the last five or six quarters." 
says Sameer Garde, India Head for Dell. 
"We've launched around 15-17 new prod- 
ucts, increased service centres from two to 
14 and critically entered the (indirect) sales 
channel a few quarters ago." The last move new products, increased 
has helped Dell reach over 300 towns, service centres and entered 
through 5.000 partners—a reach it didn't the (indirect) sales channel" 
have until early 2008. | Sameer Garde, Dell India 

Consequently, Dell has for the first 
time upended ur in the notebook market, with a 26.3 per cent share in the 
segment, (compared to HP's 24.8 per cent). This was a sharp rise from its 22 
per cent market share in the previous quarter (Q3), while ur tumbled signifi- 
cantly from its share of 27 per cent then. "Dell's ascent can be attributed to its 
consistent marketing efforts over the previous quarters," says Sumanta 
Mukherjee, Lead rc Analyst, mc India. “Availability of a wide product portfolio 
and branding helped Dell connect with 'Gen X' buyers—students as well as 
voung executives." Analysts say that a strong revival in Dell's key markets, 
especially large enterprises—backed by the release of Windows 7 and Microsoft 
Office 2010—helped Dell gain strong traction in the notebook market. 

RAHUL SACHITANAND 
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“We've launched around 15-17 


Sobha Developers Limitet 
Real Estate and Constructio 
















SOBHA 


PASSION AT WORK 


Never before 
has a villa 
^ "spoken so much 
boutyOu. 


Inlike any.other community, Sobha Lifestyle is a beautiful accord 
f arrogance and luxury, that's befitting today's royalty. These 

65 Presidential Villas are a perfect amalgamation of form 

ad function, of class and sophistication. Every square inch built, 
2eping in mind your fervour for quality, every square inch 
esigned to satisfy your ardour for aesthetics. So, if you have 

i\e eminence to be among the crème de a crème of society. 

aen Sobha Lifestyle is the home for you. 


[omite 


| 





ainute drive to the Bengaluru Set against the backdrop 165 Presidential Villas spread across 


national Airport of Nandi Hills 55 acres; 7 different villa types: 
Model Villa ready 


SOBHA 





Presidential Villas at Devanaha 


1d-class infrastructure; Central Avenue Boulevard; Specially designed street lamps 


est rainwater harvesting unit 18 theme parks from Germany 
icity of over 15 Mn Litres 


exclusive lifestyle starts at a price of Rs. 2.5" crore. Call us on 99015 87777 / 98800 03333 for a private viewing of the Presidential Villa 


xperience the grandeur of this exclusive lifestyle online, visit www.sobha-lifestyle.com | Email: lifestyle@sobha.co.in | SMS: sobha «space» lifestyle to 56767 
is & Site office open all days including Sundays. Marketing office: Sobha Developers Ltd., #368, 7th Cross, Wilson Garden, Bangalore - 560 027 
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FOCUS 


TWO-IN-ONE 
ADVANTAGE 


® Double fortified salt 
provides consumers 
benefits of both iron 
and iodine. 


® Its use will help reduce 
malnutrition disorders, 
including anaemia. 


WHY INDIA INC. IS 
INTERESTED 

® Iron fortification can also 
be offered by salt brands- 
for a price to consumers 
who can afford it. 


® Many corporates see it as 
a part of their CSR initiatives. 


ONE RING, MULTIPLE SIM PHONES 


ate in February, Intex, one of a handful of Indian 
manufacturers marketing mobile phones, launched a mobile 


Now, Salt with the Double Edge 


After iodine, iron is set to be the next big additive in table salt. 


ven as Indian consumers warm 

up to atta (wheat flour), cornflakes 

and biscuits fortified with vitamins, 
the biggest “vehicle” for delivery of mi- 
cro nutrients, it seems, may well turn 
out to be common salt. Soon, iron- 
fortified salts will hit the markets in 
India. Thanks to a public-private part- 
nership that has developed the tech- 
nology to combine salt with iron and 





iodine—double fortified salt (prs)— 
without altering its aspect or flavour. 
The aim: fight malnutrition and, con- 
sequently, diseases that come about 
by low levels of immunity. 

At the vanguard of the salt gambit is 
Micronutrient Initiative (MI), an Ottawa- 
headquartered Nco. "We are working 
with the government in several (states) 
to offer them our technology for double 
lortified salts. Also, we are open to shar- 
ing the technology with the private sec- 
tor who can offer this added benefit to 
consumers for a cost," says M.G. 
Venkatesh Mannar, President, Mt, with- 
out giving details of cost. To start off, 
the Nco has supported a prs man- 

ufacturing line at the Tamil 
Nadu Salt Corporation plant. 


device that can support three SIM cards (two GSM cards 


and one CDMA card) with all three working simultaneously. While 


handsets sold 
every month 


which produces 300 tonnes of 


DFS, catering to as many as 3.6 million 
schoolchildren in 29 Tamil Nadu dis- 
tricts through the state’s Noon Meal 
Scheme aimed at children from low- 
income backgrounds, 

A bevy of corporates such as Tata 
Chemicals, PepsiCo India, rrc Foods 
and Britannia, among others, is now 
looking to jump onto the band- 
wagon—i.e., use iron fortification in 
various ways. itc Foods and Tata 
Chemicals are already interested. “We 
are working on the technology to offer 
iron in salt along with the National 
Institute of Nutrition in Hyderabad,” 
says Ashvini Hiran, coo (Consumer 
Products), Tata Chemicals. If all goes 
well, Tata Chemicals’ prs could hit retail 
stores by this year-end. Pricing is yet 
to be decided. 

For many companies, it's also a part 
of their corporate and social responsi- 
bility initiative. For instance. PepsiCo is 
already looking to offer a concentrate 
that can be used to make a beverage, or 
as an affordable snack. 

The humble salt then may emerge as 
one of the most potent weapons in the 
fight against malnutrition. 

SHAMNI PANDE 


THE DUAL-SIM RAGE 


handsets flood 
the market 


average price of 
available handsets 


the device may not set the streets alight with its rather basic con- 
figuration at a retail price of Rs 4,700, it is not what one would call 
expensive. In fact, dual-SIM devices, sold in India by a clutch of mo- 
bile device marketing companies such as Intex, Lava, Micromax, 
Karbonn, Boss, Zen and Lemon, have surged in popularity. Cheap 
Chinese imports are slapped on with a brand name and sold with the 
devices bearing more than a little similarity to popular branded 
handsets. It is estimated that 20 per cent of the 10 million hand- 
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sets sold in India every month are now dual-SIM (or more) devices 
with sales exepected to increase with high-end features being 
added. "Today, our devices have the top features like multi- 
megapixel cameras, high-resolution screens and great battery life," 
Says Sashin Devsare, Executive Director, Jaina Group, marketers 
of Karbonn. Multiple-SIM handsets are here to stay. 


KUSHAN MITRA 


AST FOR GROWTH, 
THE EAST LOOKS TO PES 





Today, as the West looks to Asia for opportunities and growth, Asia looks up to DBS, the largest financia 


J 

services group in South-East Asia Being born and bred here, DBS understands the rich heritage and bold 
ambition that drives New Asia. With operations across 16 markets and one of the highest credit ratings in 
the region, DBS now brings to India the expertise that makes it Asia's Banking Specialist 

Corporate Banking | Treasury & Markets | SME Banking | Financial Institutions | Personal Banking 


Branches: Bengaluru, Chennai, Kolkata Moradabad, Mumbai, Nashik, New Delhi, Pune. Salem and Surat 


F Or more in f orma Lion Vis! l WWW d D 5 C om fi n or S M S T D R C ti ) S 6 6 7 / 


DBS. Living, Breathing Asia 


FOCUS-BT POLL 








Should the Government 
Offer PSU Shares at a 
Discount to Retail 
ome Investors? 


1.4% Can't Say 


Results of BT Online poll: No. of respondents: 361 





to retail investors. Most 
recent issues have been 
| overpriced and if the issue 
pricing is attractive, it 
would ensure a large 
participation, thereby 
ensuring widespread hold- 
ing of shares. In the past, a 
few PSU disinvestments 


Sarabjit Kour Nangra, 
VP (Research), 
Angel Broking 











The poor response to the 
NTPC issue was not directly 
related to pricing. It was a 

| result of poor marketing 
efforts and general market 
sentiments. The retail 
investors don't have the 


| ability to find out the "right" 
| issue price. Since the last 4 





power IPOs didn't do well | 


on the bourses, investors 
became uncertain about 


government failed to 
market it properly. 
Anand Shah, 
Head (Equities), 
Canara Robeco Mutual Fund 








Next poll question: /s the annual Budget of the 
Government of India an o event? 


Log on to www.businesstoday.in to cast your vote 


COMPILED BY MANU KAUSHIK 
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NTPC as well. Besides, the 








Basics of the Base Rate 


| n a move that could increase transparency and efficiency in 

loan pricing, the Reserve Bank of India (RRI) has proposed that 
all loans be priced off a base rate as against the current practice of 
linking them to the so-called benchmark prime lending rate (BPLR). 
How will this change the world of banking as we know it: 


What's proposed: Base rate to replace weir from April 1, 
2010. While each bank will work out its own base rate, the 

key determinants would be cost of deposits, cost of keeping to 
mandatory RBI regulations (liquidity and reserve ratios, for 
instance) and the cost of running the bank (such as salaries). The 
central bank is clear that it does not want banks to lend below the 
base rate to any client, no matter how big and lucrative. In effect, 
the RBI is pushing for transparent and sustainable pricing of loans. 


What will be the impact: Lending at rates below PLR to 


large and blue-chip borrowers will stop. Determining pricing 
of loans will be a more disciplined process with focus on reining 
in costs, and spreads determined more efficiently by a 
competitive market. 


Who will benefit: The new rates should increase credit flow to 
small borrowers at lower rates than earlier, while it will increase the 
cost of funds to big corporates who use their bargaining power to 
negotiate at sharply below the Beir. In effect, small borrowers were 
almost cross-subsidising the lending to the big boys of India Inc. ear- 
lier which will now end. Banks with higher low-cost current and 
savings account, or CASA, deposits and overall lower operating costs, 
too, will gain. They will be able to place their base rates at least a few 
basis points below the industry average—and so get higher spreads. 


What next: Banks will now have to display information on 
their base rates at all branches and their websites. RBI wants base 
rate changes to be made public regularly and has asked banks to 
ensure that interest rates charged are non-discriminatory. 


Why so serious? 


The globally awarded Jazz 
steals the spotlight 
once again, tħis time in India. 


Honda Jazz is NDTV Profit - Car India Car of the Year 2010 
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MERIDIAN 06 


With more than 100 prestigious internòtional owards and 
over 2 million satisfied owners worldwide, the radical new 
Jazz has been setting unprecedented standards in design 

¿of space and perfection 
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in style, all in one award- WIAnING., Magical pockage 





YOU sent us explorers. 


NOW choose a legen 
















Gopem Law partner Somasekhar 

SS Sundaresan trades his plush office 
wm. for some of the most rugged places 
on earth. Sometimes it's the frigid 
regions of Antarctica, Tanzania, Turkey 
or the Himalayas. Sometimes it's the 
rough terrain of reaching education 
to underprivileged children. 


CODE 


HS id 


Social entrepreneur Hina Shah 
is a noted Odissi dancer and 

a painter. Her novel institute has 
helped over half a million women 
to their feet and turned them into 
successful entrepreneurs. 


CODE 
MSC 


imos Singh Chauhan — 
faa, ©. is a distinguished neurosurgeon 










=~ _.in hometown Ujjain. This 

EB = = national level photogapher and 

E - miniature artist is currently 

= ~~ authoring a photo essay on 
2s his city's past. 
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This contest is being jointly organized by Living Media India Limited and Titan Industries Ltd. To enter the contest log 
www. titanworld.com and register your vote. Or, to vote through SMS, type TITAN <CODE> to 53636. Last date for submission of en 


INDIA 


You nominated a thousand life explorers; people who believe TITAN TODAY 


they weren't born to live just one life. We picked six unique 
souls whose passions have defined their many sides. Scan = = mome 
their adventures. Read them at length at titanworld.com. 
Because it's your turn to choose the ultimate Be More Legend. |eGe [) [OS 


SMS TITAN «CODE»TO 53636. THE SEARCH FOR EXPLORERS 
























Joseph Sebastian is a businessman 
and active member of the Merchant's 
Association. He spends his free time 
teaching special children and helping 
young dropouts go back to school. 


Aparna Shekar Roy is a 
young marketing professional 
whose life savings often vanish 
into epic cross-continental 
treks. Her luggage includes 
barely ten kilos of worldly 
possessions and Brazilian 
martial art lessons. 


While Devan Varma is 
a senior manager with 
a retail giant, his first love is 
ihe forest. inis nature Ove 
uses I. IDIe, innovative ir. 
í ideas to protect the forest 
i cover and help the tribes 
that inhabit it. 
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1 15, 2010. The decision of Living Media India Ltd., and Titan Industries will be final and binding. No correspondence will be entertained on 
ecisions. In case of any legal dispute, the case will be admissible in the competent courts in the jurisdiction of New Delhi. Conditions apply. 


FOCUS-WELL SAID 










"India would be held back by 

the inadequacy of its basic 

education. It could be held 
back by inefficiencies in its 

à bureaucracy, in the way 

$a | it's administered" 


Professor of History, Harvard 
] University, in NDTV's Walk The 


y Talk show 
> " 


"[ had this huge feeling of 
redemption—this indescribable 
feeling of owning a company 
that once owned us" 


Mumbai-born entrepreneur and the new owner of East India 
Company (EIC). who is today poised to open the first 

EIC store in London's upmarket Maufair neighbourhood 

in March 2010, in India Abroad News Service 





"People thought that 
somehow we were publishing 
their e-mail addresses and 
private information, 

which was not true" 


Google Chief Executive, at the Mobile World Congress in 
Barcelona, suggesting that complaints about privacy 
invasions by Google Buzz were merely the result of 

poor communication 








GNVH 


"Under no circumstances should there 
be any hurry or rush. The moratorium 
will continue for as long as it is needed 
to establish public trust and confidence" 


Union Environment Minister, on India's indefinite moratorium 
on the introduction of Bt brinjal, in The Indian Express 







 lwitter is a 
convenient label 
lor people to 
attack me and 
unfortunately 
the name 
sounds so silly, 
giving a chance 
to make me 
sound silly" 


Minister of State for External 
Vlairs, in Mint 


Warren Buffett 


a" Forbes 
Marshall 


Trusted Partners. 
Innovative Solutions. 








Why can't an audit be accountable? 


“A philosophy that created the country's largest energy audit services. 


orbes Marshall's energy audits go far beyond submitting a written 
meport — they deliver a composite package that includes conservation through technology tie-ups and focused investments 
Smplementation of recommendations that help lower specific fuel in manufacturing and research. Joint ventures with the world's leadinc 
consumption. The Forbes Marshall team has not only set benchmarks names enable Forbes Marshall to deliver a range of product: 
"but also redefined them with every project. By partnering textile, 

chemical and pharmaceutical industries and solvent extraction, paper 


and food & beverage plants, we have saved each of them crores 
ariii To find out what we can do for you, please email us at 
rupees 


why@forbesmarshall.com 


Today, Forbes Marshall is a leader in process efficiency and energy 


and services that cover the entire spectrum of energy generation, 
energy efficiency, process automation and energy conservation 


Energy Conservation | Environment | Process Efficiency www.torbesmarshall.com 


A-34/35, M.I.D.C., 'H' Block, Pimpri, Pune 411 018, India. Tel.: +91 20 27442020, 39851100, Fax.: +91 20 27442040 
P.B #29, Mumbai Pune Road, Kasarwadi, Pune 411 034, India. Tel.: +91 20 27145595, 39858555, Fax.: +91 20 27147413 


Forbes Marshall Forbes Marshall Arca Forbes Marshall Codel J N Marshall Krohne Marshall Spirax Marshall Forbes Vyncke 
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FOCUS 


Social Gems 


At a fest organised in Hyderabad late February by Ashoka- 
The Lemelson Foundation, the world's most respected social 
entrepreneur grouping, two Indians and a Nepali shone. 














PRABHAKAR RAO 


A. 


Pradip Kumar Sarmah 
with a rickshaw model 





ad REVENUE 
FROM BRANDS 





RICKSHAW BANK. Not only has 
Pradip Kumar Sarmah, a veterinary 
doctor by profession, developed a sale 
and ergonomic cycle rickshaw, he has 
also set rolling a self-employment pro- 
gramme for marginalised rickshaw 
pullers. Dubbed the “Rickshaw Bank", the 
initiative issues an asset-based loan to a 
IA rickshaw puller, who can repay the 


"a 


debt in daily installments of some 


aN 


Rs 25 over 18 months. So, while a 
regular rickshaw costs Rs 8,500, a 
Rickshaw Bank variant comes for 
Rs 13,000 and besides a puller- 
friendly rickshaw, it has accident 
and life insurance, uniforms, a 
licence and photo ip thrown in. 
Advertising on the rickshaw's 
canopy has the likes of oNac, Indian 
Oil and Hindustan Unilever signing 
up. The Rickshaw Bank has "sold" 
5.000 rickshaws so far in Assam, 
Tripura, Chennai and Surat (where 
itis a push cart with a similar model) 
and Sarmah's plans are to sell one lakh 
rickshaws in five vears. 


CLEAN POWER, WATER. 
Kathmandu-based Anil Chitrakar s 


SRK'S LUX FLUX 





PRABHAKAR KHAO 


As 





portable solar-powered invention lights a 


lamp and runs a radio making it a pretty 
substitute for kerosene and rechargeable 
batteries, both of which are not quite en- 
vironment-friendly. Here's the clincher: 
Connected to an electrode, it produces 
chlorine (used to disinfect water) from 
salt water. All this comes on some 


Rs 2.500 credit repayable over 500 days. 


HEALTHY GAMING: Evidently. 
Hilmi Quraishi, co-founder 
and chief learning technolo- 





gist at ZMO Software Systems, 
knows how to grab atten- 
tion. His public health mes- 
saging built around HIV/AIDS, 
tuberculosis and malaria is 
embedded in mobile phone games. 
Also delivered is treatment management 
tips such as when to take medicines. ZMQ 
has a revenue-sharing model for games 
with telecom operators (he subsidises the 

cost of free games by selling commercial 
games). The Quraishi Effect: zuo has 
recorded 10.3 million social game down- 
loads to date and he is targeting a billion 
in three years. 

E. KUMAR SHARMA 


hen Shah Rukh Khan was assisted into a bathtub by Bollywood's leading ladies for a Lux advert, his fans 
demurred and many an eyebrow was raised. His second brush with another brand with a similar name- 
innerwear maker Lux Cozy-was not all that smooth. Kolkata-based fans of Kolkata Knight Riders, 
the team that Khan owns, were miffed that the team had inked a sponsorship deal with a company 
whose owner Ashok Todi has been accused of instigating suicide. Khan has now put the Sponsorship 
deal with his team on hold, even though he would personally continue to endorse the brand. This 


is. however, not the first time that Shah Rukh's involvement with a brand has caused him trou- 
ble. Shah Rukh was among the celebrities who was signed as a brand ambassador for a series of 
glitzy ads for Home Trade in 2001. The promoters of the company scammed investors and coop- 
erative banks to the tune of Rs 600 crore before absconding. In 2007, Khan got some flak for 
endorsing Fair and Handsome, a fairness cream for men. Khan, to date, has not endorsed 
tobacco or alcoholic products. 
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T.V. MAHALINGAM 
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Enterprise Learning Maximizer Solutions 
from Business Octane 


Business Octane introduces Enterprise Learning Maximizer Solutions. 
Do away with current problems like low trainee retention, shortage 

of good trainers, reduced self learning capability and long time-frames 
to achieve training penetration goals for the enterprise, which hamper 
your organization's growth and competitive edge. 

With Business Octane's Enterprise Learning Maximizer Solutions, 

your trainees get trained much faster, with much higher retention, 
delivering much better results. Your enterprise benefits from a shorter 
learning curve and savings in travelling costs, making a positive 
difference to your bottom line and top line. 


Seeing is Believing! 
Call Shikha Saxena at 1800 180 1818 [Toll Free]/ «91-124-39884088 
or email info@businessoctane.com to request a demo or ask our 


Sales Consultant to get in touch with you. Visit www.businessoctane.com 


————— ———Ó ———M————————— — — 


TN. 


Take the big leap in 
your growth! 


* Trainees take home much more 
* Learning on demand 

* Telepresence distance learning 
* Best trainer trains everyone 

e Zero travelling for training 

* Get accurate feedback 
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FOCUS-Q&A 


SNAPSHOT 


@ Broke off franchise 
partnership with Planet 
Retail in Mar ‘O8 in India. 


@ Has 51:49 JV with 
Reliance Retail since 
April 2008. 


e Major clothing and 


a 
E Revenues of 


~ RS65,246 cr in 2009. 
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“We Were Wrongly Priced 
and Wrongly Positioned” 


He has spent all his working life on the retail floors of some of the best-known 
apparel and lifestyle brands such as Debenhams and Dorothy Perkins. Now, 
as Chairman of uK retail giant Marks €x Spencer, SIR STUART ROSE has 
aggressive plans for India, where the retailer operates through a joint venture 
with Reliance Retail. BT'S SHAMNI PANDE caught up with Rose for a 
freewheeling interview. Excerpts: 


We were wrongly priced, we had the wrong partner and were wrongly 
positioned between 2001 and early 2008. We were seen as an aspira- 
tional brand, whereas we should have been an affordable brand for the 
middle market. We have certainly corrected our prices and there is more 
work to be done, making it further affordable, which is a continuous 
process. Here it's important to have the right partnership—it is like a 
marriage and we believe we have the right marriage now with Mukesh 
Ambani and Reliance Retail. Though it is early days vet and we are still 
in the honeymoon period, but we are happy with the way things are 
moving here. We now want to have children and grow the family. 


We inherited this format from our previous partner (before we signed a 
partnership with Reliance) in India. I believe that some of those stores 
are too small and we are closing many of them. If you ask me, the right 
size lor a store should be at least 20,000 sq. ft. It is the sort of size we 
should be looking for; it allows us to show off our catalogue better. 


We understand that every culture is diflerent—in terms of styling, fit 
and colour. So, we will bring in the uk catalogue and add more colours 
and fits to suit the market here. But it will be the same product that we 
have anywhere—we will add to the same range to cater to the needs of 
the consumers here. We are looking to scale up our clothing business 
and hope to have 50 stores in the right cities and locations across the 
country in five years. 


The most important thing to do here over the next five years is to grow 
the size of our business and make it scaleable. Entry into food segment 
is not essential, though we are big in the uk. This segment has many 
problems around scale, logistics and legal issues. Hence, food is not 
very important in our first stage of development. (9 


Travelling on Business 


Actis' revolutionary 3D Telepresence technology 
provides three-dimensional, same-room experience 
even when you are thousands of miles apart. This makes 
multi-location meetings and collaboration more realistic 
Comfortable and productive than ever before 


A REAL SENSE OF PRESENCE Actis 3D Telepresence 
generates a life-size image of transmitted participants 
with true eye contact for an astonishing sense of presence 
and natural communication. Most importantly, this is 
possible at very reasonable operational costs since high- 
quality 3D calls can be made with just 2 Mbps of bandwidth 





becomes 
the first 
Indian university 
to get the coveted 
ABET, USA 
accreditation 
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VIT is an International University in 
the true sense of the word. 


Because world leaders in education 
have acknowledged our excellence. 


ABET, USA the prestigious 
education body that evaluates the 
worth of programmes in institutes 
around the world, has certified two 
VIT programmes to have met its 
stringent standards; an 

honour that does not come 

easily. VIT is the first in 

India to get this recognition; 

just like the IET-UK 
certification earned earlier. 

It is a significant milestone 

that sets standards for others 

in the country. 


This means that VIT's B.Tech. in 
Mechanical Engineering and B.Tech 
in Civil Engineering (which are 
accredited in the first phase with the 


highest possible grade of NGR for a 
period of six years) are on par with the 
best in the US. 


What a proud moment for us, our 
students and their parents! 


About ABET, USA 


* Recognised accreditor for programmes 


in applied ^ science, | computers, 


engineering and technology. 


* Stringent standards | evaluate 
quality, based on well 
laid programme objectives and 
outcomes, a competent faculty, 
world class facilities, a 


conducive campus atmosphere. 


* Graduates are assessed on 
ability to excel in a changing global 
environment, with high social 
awareness. 


For more information about ABET visit 
www.abet.org 





FOCUS-GRAPHITI 


The iconic MARUTI 800 is in its last lap. 
With carmaker Maruti Suzuki deciding not to sell 
the model anymore in the top 13 cities of the country, 
the car that middle-class India steered for over 26 years 
is set to be mothballed. Since its launch in December 1983, 
over 2.5 million units of the Maruti 800 have been sold. It was the cheapest 
car in the country at Rs 48,000. A lot has changed since then. The Tata Nano Is 
the car with the lowest price tag. Sales of M800 have slumped to 27,088 units (10 
months to January 2010) - a far cry from 1,89,061 units in 1999. But Maruti will go 
down in Indian automotive history as the original people's car. Here's a look at 
yesteryear car models that ran their course on Indian roads. 
between 1968 and 2000 by 


Premier Automobiles. The last 

of these-less than 50,000- 
are visible in the 
streets of Mumbai 
as black and 
yellow cabs. 


CHEVROLET IMPALA 


For most of the world, the Impala is an African 
antelope. For Indians, it was a car that Bollywood 
romanced in the 70s. Kishore Kumar sang about 

it: "Caron me ek car suni hai, car suni Impala" 


PREMIER PADMINI 


Before the M800 came in, this was 

the car that middle-class Indians 

craved for. Based on the 1963 Fiat 1100 
design, the Padmini was built in India 








HINDUSTAN CONTESSA (of all the cars in the world, | have heard of one 
This was perhaps the only India- called Impala). Haathi Mere Saathi featured a 1958 
manufactured luxury car in the market in Impala being towed by elephants and a singing 
the '80s and early '90s. Inspired by the Rajesh Khanna. After Chevrolet exited India in 
tooling of the British 1972-1978 Vauxhall 1954, most cars, including the Impala and tne 


Victor/VX FE series, this beauty was launched | Chevy, were imported. 

in 1983 and manufactured till 2002. Increasing 

foreign competition and costly spare parts 
led to its decline in the '90s. 
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SIPANI DOLPHIN 


The first Indian car to have a fibre glass body, the 
Dolphin was launched by Bangalore-based Sipani 
Automobiles in 1978. A competent is car, the 
Sipani lost out to 
the M800, thanks 
to its limited 
presence inthe © 
south and Maruti's 
better Japanese 
technology. 


STANDARD HERALD/ROVER 

A compact two-door model inspired by the Triumph 
Herald line of British carmaker Standard Motor 
citi the Herald was a rage in the '60s. The 
Standard Motor Products of Madras manufactured 
four-door and five-door estate models exclusively 
for the Indian market. Another model based on 
the Herald called the Gazel was launched in 1971, 
but discontinued in 1977. In 1985, the company 
launched the Standard Rover (based on the Austin 
Rover model - Rover 2000) only to shelve it three 
years later. 





PREMIER 118 NE 
Based on the Fiat 124 model, the 118 NE was 


launched by Premier Automobiles in India in 1986. 
A Nissan engine replaced the original Fiat one, earning 
it the NE suffix. A lovely gearshift and a wafer-thin 
body is how die-hard fans remember it. Launched as 
a luxury car, 118 NE faded off with competition coming 


in, and was discontinued in 2001. 
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Hazards of Mobile 
Phone E-waste 





130m 


mobile phones 
sold in 2009. 


12.000 


mobile phones sold 


every hour. 


18 months 


average handset 
replacement 
period. 


30-35% 
mobile phones 


sold as replace- 
ment phones. 


v 
35 m phones 


are discarded 
every year. 


5 000 
Tonnes 


E-waste is 


generated annually. 






des ari A staggering 1 30 
million phones were sold in India in 
2009 alone, making it one of the 
largest mobile phone markets in the 
world. And a recent study by Gartner 
estimates that the Indian mobile 
market will expand to 7 37 million sub- 
scribers by 2012. While this would inh 
erently ensure better communication 
giving a fillip to economic activity in the 
country, it's also now posing a big chal- 
lenge of a different kind—managing the 
e-waste from discarded handsets. 

Mobile phones have a high obsoles- 
cence rate and every year millions ol 
handsets in India are replaced with 
newer models with fancier features. 
The burgeoning amount of e-waste 
from mobile phones is a matter of 
concern, because of its toxic con- 
stituents like lead and cadmium. 
What's more worrying are the 
improper ways in which this waste is 
recycled in the country. Mobile phone 
waste, like most e-waste, is recycled by 
informal, uneducated workers using 
primitive techniques like open burning 
and acid baths that cause environmen 
tal contamination. 

Globally, most mobile phone 
companies have take-back systems, 
through which they collect discarded 
phones and ensure sale recycling. In 
India only few companies provide this 
facility. Take-back schemes, along with 
reduction in the use of toxic 
materials in manufacturing, will be 
highly effective in reducing the risks 
associated with recycling this waste. (9 


b» Handset manufacturers should design 
mobiles for disassembly, reuse and recycling. 


P» Mobile phone companies must have take- back systems 
to collect discarded phones and ensure safe recycling. 


P» The government should introduce effective laws for 
better e-waste management. 
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TARGET 


Unitech (wireless business) 


Tower Vision India 
Micro Inks 


DB Realty 


Fame India 


DPSC 


Orbit Corporation SPV 
(Orbit Highcity) 


Anagram Capital 


Greenko PLC 


Acquirer /Industry 


Telenor ASA/Telecommunication 


Quadrangle Group and others/Telecommunication 
MHM Holding GmbH/Chemicals 


Reliance Capital, ICICI Prudential Life Insurance, Janus Contrarian 
Fund, ING Janus Contrarian, India Capital Fund, India Equity 
Growth Fund/Real Estate, Hospitality & Construction 


INOX Leisure/Media & Entertainment 


Orbis Power Ventures (an SPV floated by SREI infrastructure 


Finance)/Infrastructure 


IL&FS Trust Company, IIRF India Realty X Ltd. (PE fund managed 
by IL&FS Investment Managers), Moltana Holdings/ 


Real Estate, Hospitality & Construction 
Edelweiss Capital/Financial Services 


TPG and other investors/Infrastructure 


Germany-based MHM Holding (MHM) has proposed the 
acquisition and subsequent delisting of Micro Inks' fully-paid 
equity shares. MHM is the world's fourth-largest printing ink 
manufacturer and holds 70.5 per cent in Micro Inks. The 
acquisition is expected to give it more operational flexibility 
to leverage the business strengths of Micro Inks with its 
various entities across the globe. 


TYPE DEALVALUE STAKE 

(Rs crore) (96) 
Acquisition 72 
Private Equity NA. 
Acquisition 25 
Private Equity N.A. 
Acquisition 63.3 
Acquisition 57 
Private Equity 21.6 
Acquisition 100 
Private Equity N.A. 





Ernst & Young is a leading M&A advisor in India. The data is based on media reports and company announcements. An y decision on the basis of this information should be taken 
only after professional advice. Business Today or ESY do not undertake any responsibility with regard to any such decision. *As on F. ebruary 15,2010 Not a complete list. 












Deloitte's Mission Asia-Pacific 


Global consulting firm Deloitte is busy expanding its business into new geographies and segments. 
CEO JAMES QUIGLEY shared his vision for the company with BT'S KUSHAN MITRA. 


On plans to grow Deloitte beyond the US: 
I believe that more of our business will come 
from outside the us, which currently stands at 
40 per cent, In particular, we expect Asia- 
Pacific to be an important market for us. It 
contributes 12 per cent of our revenues 
($26.1 billion for the year ended May 
3.1, 2009) and that will continue to in- 
crease. We are always evaluating ac- 
quisitions as part of our growth strategy. 


On emerging sectors for Deloitte 
in Asia-Pacific: Financial services is 
and will remain one of the largest con- 
sumers of professional services. But in 


countries like India and China, I see major 
growth opportunities in the energy and health- 
care sectors. We are also looking at the Data 
Analytics space, because companies are today 
generating massive amounts of data and we 
help them make sense of it. 


On the growing importance of India: 
India is of increasing importance to us and we are 
not only expanding the offshoring aspect of our 
business here but also our business with Indian 
companies. Today we have over 12,000 em- 
ployees across India, with 8,000 based out of 
Hyderabad. We plan to grow that number to 
around 20,000 by 2015. 9 
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ASAM /A NC : FLOOR & FURNISHINGS 
C AT A a 
www.casamance.com | EVOLVING DECOR 


GLOBAL BRANDS: CASAMANCE. ZIMMER+RHODE, HARLEQUIN, COLE & SONS. ELITIS, CASADECO AND DESIGNERS GUILD 
FURNISHING FABRICS + WALL COVERINGS e UPHOLSTERY e RUGS & CARPETS e BED & BATH LINEN e CURTAINS 


CORP. OFFIC z New Delhi: Gurgaon Bangalore Chandigarh Ludhiana 
Plot No. 42. Sei ' Institutional Area 1 2213, Gurudwara Road M.G. Road, A-! 7/22. Krishna Nagar WU 353 


nd. Area, Hosur Main Road, Nea actor- 9 
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Also at: MUMBAI-Palette, G.F., Badmiya Manor, 34 Clark Road, opp. Race Course. Ph.: 09870027622 Surprise, 7, Ratna Vals, Ist Gautam Lane, Sa 
* HYDERABAD-Studio Orion, Plot No.: 1262, Road No.-36. Jubli Hill. Near Check Post, Ph.: 09848098490; Sindhan Designs, Guv Vivilash Chamt 
Ph.: 09849792216 * KOLKATA-Stellar Furnishing, 234/3-A, A.J.C. Bose Road, Ph.: 09830812345 
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TAKE Solutions is a leading international business technology company with products 
backed by a strong domain expertise in Life Sciences and Supply Chain Management. With 
solutions and technology expertise in Business Intelligence and Business Process 
Management, TAKE's track record in delivering world-class solutions throughout global 
markets is well proven. Technological innovations have always been the driving force of the 
company, which in turn helps TAKE's customers achieve consistent growth in business. 


www.takesolutions.com 


THEWORLD CORPORATE GOLF CHALLENGE 

The TAKE Solutions World Corporate Golf Challenge-India, is the official Indian qualifying 
tournament to select the Indian team for the World Final. This year's regional tournaments 
are being held in Kodaikanal, Bangalore, Delhi and Mumbai with a national final contested 
by the winning teams from each city. We would like to welcome our presenting partner, 
Indian Terrain, who have added a fresh dimension to the tournament. 


www.takesolutionswcgc.com 


Chennai Tue - Wed, December 29th - 30th at Kodaikanal Golf Club, Kodaikanal 
Mumbai Sat - Sun, January 23rd - 24th at Aamby Valley Golf Resort, Lonavala 
Bangalore Fri - Sat, February 26th - 27th at Eagleton Golf Resort, Bangalore 
Delhi Fri - Sat, March 5th - 6th at Jaypee Greens Golf Resort, Greater Noida 
National Final Sat - Sun, March 20th - 21st at Classic Golf Resort, Gurgaon 

World Final Mon - Sat, May 4th - 9th at Cape Town, South Africa 


us at seema@rngolt 
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COVER STORY 


THE (1. [| Economic ORDER 


1. Average cumulative burden 
of all indirect taxes: 


2. Companies deal with tax laws 
and officials of up to 78 sta 


3. Dozens of different taxes and several products 
taxed at different rates in different states 


4. Individual income above Rs 3 aki 
a year taxed at 33% (including cesses) 


9. Tax saving investments of up 
to Rs | lakh allowed every year 


6. Over 100 crore man hours and Rs 3,35,000 
crore lost in tax compliance 


7. As a market, India is fragmented 
and therefore weak 


8. India is one of the fast-growing economies, 
but one of the toughest places to do business 


ven before he spoke a word of his Budget 2010 poses—complete with action plan—an all-new economic 
speech. Finance Minister Pranab Mukherjee's order for the country. Then. there is the Goods & Services Tax 
place in the immediate economic history of the (csr). the proper implementation of which will mark the 


country was reserved. A glimpse of that historv biggest tax reform in six decades making both govern- 
‘ame a day before the Budget presentation when ment and India Inc. richer. For the people. there is the 
the minister was seen in Parliament flashing the report of Direct Tax Code, which—with amendments—promises 
the 1 3th Finance Commission. The 478-page report pro- to bring as sweeping a change in direct taxes (income and 
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1. A 


THE! NE W | Economic orner 


cumulative burden 


of all indirect taxes: 10-12% 


2. One tax law and 
system across India 


3. Only two tax rates, one for the Centre 
and another for all states, applicable uniformly 


4. Individual income above 
Rs 25 lakh taxed at 30% 


9. Tax saving investments of up 
to Rs 3 lakh allowed every year 


6. Substantial reduction in time and money spent 


on tax compliance and dispute resolution 


T. À strong common market with free 
movement of products and services 


8. India is one of the largest global economies, 
and easier to do business with and in 


The statements above assume full implementation of the 13th Finance Commission report, GST and the Direct Tax Code 


corporation tax) as GST will in indirect taxes. It could well 
be that Mukherjee didn't plan the convergence of these 
big changes and it's a mere coincidence that is thrust- 
ing greatness upon him. We will keep the debate on the 
Finance Minister's economic acumen for later. Right now 
is the time to understand the implications of the great 
changes in the economic landscape that lie ahead. A set 


92 26 





of randomly chosen facts listed above gives you a snap- 
shot of the magnitude of change in the offing. In the fol- 
lowing pages. we explain in greater detail what the 
four pillars of the emerging new economic structure re- 
ally are: Budget 2010 (page 42). 13th Finance 
Commission (page 48), Gsr (page 52) and Direct Tax 
Code (page 56). 
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Stand and deliver: Finance 
Minister Pranab Mukherjee 
on Budget day 
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GAMBLE 
PAYS OFF, 


TIME TO FIX THE BASICS NOW 


COVER STORY-BUDGET 2010 


The Finance Minister had risked it all on his bet on growth and 
seems to have come up a winner. Now comes the task of restoring 
normality in finances and speeding up reforms. pusa vei. 


arely does anyone 
get applauded so 
much for doing 
exactly what he is 
supposed to (and 
had committed to 
do), as Finance Minister Pranab 
Mukherjee was on February 26. 
But then, what he was supposed to 
do was no mean task. Last year, 
when he bet all the resources at his 
disposal (borrowed and generated) 
on what is called a contra-cyclical 
expansionary fiscal policy and then 
waited to see if the stimulus did pro- 
tect the economy from the global 
meltdown, he could have landed 
in a fiscal no-man's land. That is, a 
situation in which he had spent it 
all. lowered the taxes and yet 
growth had not revived. That this 
didn't happen is not just the Finance 
Minister's luck. One has to give 
credit to the 75-year-old, one of the 
oldest political strategists in the 
country, for using a combination 
of strategy, risk and luck to deliver 
on his promises—almost. 

Former RB! Governor Bimal 
Jalan agrees that last year's budget 
worked by and large in helping 








growth. But, he does not see it as a 
gamble: It was "a judicious mix of 
cuts in taxes and duties that anyway 
tend to be high in India". 

Also, Mukherjee got some help 
from the spending boost given by 
the Pay Commission arrears and 
the farm loan waivers, which do 
not strictly count as stimulus yet 
acted as automatic stabilisers. 

That his bet of going for broke to 
reverse the downturn has turned 
out to be largely a safe one was 
known even before Mukherjee 
presented Budget 2010. 

Which means what the country 
was expecting now from him was 
what is expected of a pilot who has 
just successfully taken off in bad 
weather—take the economy to a 
steady high-altitude growth path. 
In terms of budgetary specifics, that 
meant withdrawing just the right 
number of stimulus measures and 
putting clear deadlines for restoring 
order to government finances. Right 
now, it seems that the Finance 
Minister has been able to achieve 
both. Of course, he had the tailwind 
of the 1 3“ Finance Commission (TFC) 
and the prospective implementation 


ORDER, ORDER 


© By reining in spending... 


% annual rise in total expenditure 


2006-07 a: 15 
es s 
oo | ERN Res 
2009-10E 16 


2010-1 MENS 8.5 


Slowest expenditure growth in 
5 years planned 





„mainly through lighter 
subsidy burden... 


100 www Subsidies 
mmm interest payment 
96 annual rise MO 


80 





2005-06 2010-NE 
The biggest cuts will be in fertiliser 
Subsidies 


E-Estimate Source: Union Budget 2010-11 
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© ...plus partial withdrawal of tax stimulus... 
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Income tax stimulus stays, while indirect tax cuts are rolled back 


E- Estimate 


Source: Union Budget 2010-11 


of the Goods & Services Tax (cst) to help 
him (see pg 48 and 52), but he has added his 
own weight to the forward momentum. 

Examples: The commitment to bring 
total public debt to 68 per cent of cpp (from 
84 per cent now), resolve to keep petro- 
leum subsidies transparent and clearly stat- 
ing that delivery of public services is the 
biggest battle for the future. 

His budget assumptions aren't bold: 
Growth in tax collections for 2010-11 is 
projected at 14.8 per cent, which is only 
slightly higher than nominal cbr growth of 
12.5 per cent assumed for the budget- 
making exercise. The budget strategy. 
though. is to recover at least part of the 
tax revenues sacrificed last year for 
stimulating the economy and to check 
expenditure. On the tax side, his agenda 
seems easier. India's biggest tax reforms— 
the introduction of the csr and a new Direct 
Tax Code—would happen with or with- 
out him. Even the explicit commitment to 
implement all major recommendations of 
the rre could have been given by any 
finance minister. 

What no one else could have done with- 
out opposition is to resist expenditure 
growth. The slowest growth in public 
expenditure at 8.5 per cent in five vears 
with modest outlay hikes for the flagship 





2010-TIE 


MGNREGS (2.5 per cent) and Bharat Nirman 
(6 per cent) is nothing short of an aggressive 
reform. So, he has been able to combine 
stimulus with sanity. 

Not only is the big-bang aam aadmi 
spending absent in Budget 2010-11. the 
speech dedicated more time and words to 
measures for improving delivery and 
accountability of public services than most 
budget speeches in the past have. So the 
strategy seems to be: Don't spend much 
more, but fix delivery. All finance minis- 
ters search for the Holy Grail that will give 
more bang out of the public spending buck: 
Mukherjee has placed a higher bet in find- 
ing it (see charts...Order, Order). 

Transparency is one way to ensure 
accountability in spending. Mukherjee 
announced that the government will begin 
subsidising fertilisers through direct transfers 
to farmers. He extended the smart card- 
driven insurance scheme for unorganised 
workers to MGNREGS wage earners. He gave 
out details on the Independent Evaluation 
Office chaired by the Planning Commisson 
Deputy Chairperson for measuring out- 
comes of public delivery. The first Unique 
Identification Number (un) will be issued this 
year by the vip Authority, which will also 
now play a role in the financial inclusion of 
the unbanked regions for which Mukherjee 
announced the setting up of separate funds. 

The umat's head, Nandan Nilekani, will 
now also head a Technology Advisory 
Group for Unique Projects (rAGUP) aimed 
at digitalising and simplifying the govern- 
ment's own record-keeping as well as the 
various interfaces with tax payers. The 
TAGUP, à last minute inclusion in the Budget, 
includes an Expenditure Information 
Exchange. This is an idea from Nilekani to 
draw information from the vip networks 
on the flow of cash transfers and subsidies 
and public services down each level of 
government to the final intended user. 

Apart from commitments to improve 


"Rather than calling it a gamble, I would say that 
the stimulus was a judicious mix of cuts in taxes and 
duties that anyway tend to be high in India" 


BIMAL JALAN, former RBI Governor 
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Pioneering Energy Efficiency 


* More lumens per watt 
e Reduced heat load 
* Lower light power density 


Pioneering Longetivity 


* Wide voltage compatibility 
e Lasts 50,000 burning hours 
e Low lumen depreciation 


Pioneering Greener Environment 


e No mercury 
e Low carbon footprints 
e Predominantly recyclable 





Introducing PHAROX. IT | 
The LED Lamp from Crompton Greaves. v 


The world is switching over to LED lighting for its high energy saving capability, pollution free 2 
attribute and handsome payback period. In keeping with this, Crompton Greaves introduces Ẹ we : 
Pharox. It consumes only 5W and lasts for 50,000 burning hours, which maximizes profits. 1 
It reduces Carbon Footprints making it viable to eam carbon credits. Get long term - 
guaranteed returns on your investment. Get Pharox. E] 


Power consumption 


€ 


This new LED Lamp, Pharox, confirms the continuing environmental | — 40W 
ommitment from Crompton Greaves towards 


P. 
e r: Environmental Status Report 


Lifetime in hours 


* NO mercury * Reduction in carbon footprint | 
Crs í ^n nreonmim anth ray aye Led 
¢ Energy efficiency ¢ Predominantly recyclable Pig 


* Long life 1,000 





CG collaborates with Lemnis to bring the latest LED technology under the CG Lemnis range of LED products 


Crompton Greaves Limited 
Consumer Products Division 
Kanjur Marg (East) 

Mumbai 400 042 

email: lighting@caglobal.com 
W: www.cgglobal.com Smari 
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Delighting You Alwc 


We believe Canon 
devices are the most user-friendly 
when it comes to integrating with any 
new technology to cater to our 


: . With its on-time organization's needs. 
installation and seamless integration With technology like iPv6, 


with our existing network, ABID ALI Canon makes my organization 
Canon ensures our operational End User Support future-ready. Canon's Secured 
excellence. Analyst - India Print Solutions ensures 
complete document security. 


SRINIVASA VARA PRASAD. V 
Manager IT Projects (Asia Pacific A SUSHIL KUMAR 


Network Analyst - Global 





The IT Team at 
Rockwell Automati 





Canon multi-function devices, the preferred documentation solution expert of the leader 


Rockwell Automation is just one of the many organizations who have placed their trust on Canon multi-function devices. Loads 
with features like user-friendly touch operation, wireless connectivity and iPV6, it ensures complete security and peace of min 
What's more, it delivers this efficiency in a cost effective manner thereby ensuring high productivity. Besides this, all of Canon 
multi-function devices are ROHS (Restriction of Hazardous Substances) compliant and contribute to a greener environment. € 
what are you waiting for! Get the Canon color multi-functional device and give your organization a sharper edge. 


Visit Canon Business Solution Lounge at: 
Shop No. 1 & 2, Vipul Agora Mall, M.G.Road, Gurgaon. Ph. 0124-4529801 este 
> ERARE No.135, Ground Floor, Brigade Tower, Brigade Road, Bengaluru. Ph. 080-40079400 MEN 
oro 312A, 3rd floor, Atria Mall, Dr. Annie Besant Road, Worli, Mumbai. Ph. 022-24813640 / 41 


Business `^ be simple 


Call CANON: 39010101 / 1800 180 3366 or visit www.canon.co.in, Corporate Office: Canon India Pvt. Ltd., Second Floor, Tower A & B, Cyber Greens, DLF Phase-lll, Gurgaon-122 € 
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© ..and big-bang disinvestment... 


Disinvestment proceeds in Rs crore 


38,795 





2005- 2006- 2007- 2008- 2009- 2010- 
06 07 08 09 10E nE 


Record proceeds projected 
E-Estimate 


subsidy targeting and fiscal rectitude, the 
Budget has other examples of good eco- 
nomics in concepts like “polluter pays”, 
"predictability of policy" on Foreign Direct 
Investments (FDI), more competition in 
the banking and financial sector, and 
disinvestment. The disinvestment target 
is an all-time high of 


Rs 40,000 crore. 
The possible spoilers: o HOWEVER, HE 
WILL HAVE TO: 


Expenditure on subsidies 
could shoot up if crude prices 
surge. Second, the govern- 
ment may not get the 
Rs 36,000 crore it hopes to 








...FM hopes to bring some order 

back to government finances. 
Fiscal deficit % of GDP 

2005-06 Ts 4.1 

2006-07 MENNENENENE 3.5 

2007-08 2.7 

2008-09 6 

2009-10, TLRs 6,7 

010-1, ATT 5.5 


At 5.5% of GDP the deficit will still be twice the 


size of its 2007-08 level 
Source: Union Budget 2010-11 


National Institute of Public Finance and 
Policy, and member of the Prime Minister's 
Economic Advisory Council, "the last 
Budget's plan to contain fiscal deficit did not 
go fully as intended". Since the telecom 3G 
auctions did not happen. the money did not 
come and the government had to cut back 
on capital expenditure in 
2009-10 while revenue 
expenditure rose. 

Though Mukherjee has 
budgeted for higher Plan 
capital expenditure at 2.16 
per cent of Gop, Rao warns 
of a repeat—together with 


rake in from the telecom — W the risk of high oil prices. 
auctions in ry 2011. Mukherjee knows that 
According to a Citibank  @ Push harder for reforms not all calculations play out 


report, a more optimistic 
assumption for 3G revenues 


as planned. Perhaps this 
why he said in his Budget 


would be Rs 25,000- disinvestment and speech: "With some luck. 
30,000 crore. Third, the infrastructure. I hope to breach the 10 per 
disinvestment target is cent mark in not-too- 
vulnerable to stock market © Watch out for a less- distant future.” A mind as 
conditions, than-projected growth sharp as his would know 

In fact, last year, bree t customs that luck favours hard 
Mukherjee's gamble would exe work. That is what imple- 
have paid off much better € Hope and pray that the menting this budget, with 
but for a combination of monsoons and its agenda for reforming 
these very factors. According economy don't throw public delivery and ac- 
to M. Govinda Rao, Director, spanner in the works. countability, needs. © 


“Since the 3G auction didn't happen, the government 
was forced to cut capital expenditure in 2009-10. 
similar factors and a higher oil price could endanger 
the fiscal correction plan for 2010-11" 


M. GOVINDA RAO, Director, NIPFP & Member, PM's Economic Advisory Council 
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COVER STORY-13TH FINANCE COMMISSION 








THE SIX-IN-ONE 
COMMISSION 


In recent years, the government had to impoverish itself to make the 
economy prosper. The 13th Finance Commission suggests ways to keep 
both the government and the people prosperous—forever. puja mena 





ver studied a finance commis- 
sion report? Unlikely. It's one of 
the many government docu- 
ments whose relevance is in- 
versely proportional to their 
readability. Before February 
25 this year, 12 finance commission re- 
ports have been presented, each as obscure 
as the other, from a layman's perspective. 
The Thirteenth Finance Commission (rec) 
report, presented in Parliament on February 
25, (Br had run exclusive excerpts in January) 
makes a big departure from the past. In its rel- 
evance, it's way higher than any of its pred- 
ecessors (it had a broader mandate too) and 


is more like an agenda for an overhaul of 


public finances at the Centre, states and the lo- 
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cal bodies. Actually, it's not just an agenda. It's 
an action plan that is doable and desirable, all 
told in a manner that is more engaging than 
most government documents. 

The rrc, headed by one of India's best 
minds on public policy, Vijay Kelkar, was 
given a wider mandate than usual finance 
commissions, set up under the Constit- 
ution to decide how tax revenues are to be 
shared between the Centre and the states 
and among the states. Kelkar's report is a 
blue print for a new economic order and 
covers reform of public expenditure, taxes, 
environment management and delivery 
mechanism of public service. Through his 
budget proposals (see story on page 40), 
Finance Minister Pranab Mukherjee has 





already incorporated some of the Trc's proposals, 
which are key to achieving fiscal correction and a 10 
per cent-plus GDP growth. 

We analyse the six distinct hats that the TFC seems 
to have worn and what it said in each of these roles: 


1. TFC as Tax Reforms Commission 

The Goods & Services Tax (Gst) is such an ambitious 
tax reform that everybody wants to have it. but 
nobody knows how to design it in a feasible manner. 
So the rrc designed a model csr—complete with a 
"Grand Bargain" that is meant to sweeten the deal for 
the states not willing to take the csr bait easily (See 
Making Gst a Good and Satisfactory Tax for All on page 
52). Among the rrc's other tax proposals are one to 
curb the number of cesses—a subterfuge for tax that 
the Union government had of late been resorting to 





rather frequently. Reduced dependence on cesses 
and surcharges along with full disclosures in finance 
accounts on the collections are amongst the TFC's key 
non-Gsr tax policy clean-up measures. 


2. TFC as Expenditure Reforms 
Commission 

For every bureaucrat on its rolls the government 
maintains 20 clerks and about 10 drivers. The 
productivity levels of this huge staff remain highly 
obscure in the case of state governments, though the 
picture isn't all that much better at the Centre. 
Without taking the dreaded word ‘downsizing’, the 
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CNBC TV18 - CRISIL 
Mutual Fund of the Year 


Past performance is no guarantee 
of future results. 


RELIANCE 
Mutual Fund 


Anil Dhirubhai Ambani Group 





SMS ‘INVEST’ to 561617 


CNBC TV18 - CRISIL Mutual Fund = the Year Awards for 2009 


Charges upto Rs. 3/5MS. India's largest Fund House in terms of Average 
Asset Under Management as on janu ay 31 OT 0 source 
www.amfindia.com Methodology- Reliance Mutual Fund has won the 


CNBC TV18 - CRISIL Mutual Fund of the Year Award in the Categor 
Mutual Fund House of the Year (Awarded by CRISIL FundServices IL 
Limited). In total 37 fund houses were con: sidered as the award universe 
Fund Houses winning at least one award for their schemes in the c 

level awards for 2009 were eligible to be in contention for the award. The 


award is based on consistency of fund house's performance across « 
scheme categories in the four quarterly CRISIL Composite Performa 
Rankings (CPR) released during the calendar year 2009. The individua 
CRISIL CPR ranks for their schemes were aggregated on a weighted average 
basis to arrive at the final ranks for fund houses. The mutual fund house wit! 
the highest final score is the "Mutual Fund House of the Year". The award 
has been granted for the year 2009 and will be in vogue till the 
announcement of the award for the next year in the same category. A 
detailed methodology of the CRISIL CPR is available at www.cnsilfund 
services. com. Past performance is no guarantee of future results. Rankings 
and Award Source: CRISIL Fund Services, CRISIL Limited. Statutory 
Details: Reliance Mutual Fund has been constituted as a trust in ax lance 
with the provisions of the Indian Trusts Act. 1882. Sponsor: Relia 3pital 
Limited. Trustee: Reliance Capital Trustee Company Limited. Investment 


Manager: Reliance Capital Asset Management Limited (Registered Office of 
Trustee & Investment lanaqer: ' ‘Reliance House" Nr. Mardia Plaza. Off. C.C 
Road, Ahmedabad 380 006). The Sponsor, the Trustee and the Investment 
Manager are incorporated under the Companies Act 1956. The Sponsor | 
not responsible or liable for any loss res sulting from the 
Scheme beyond their initial contribution of Rs.1 akh | towards the settir 

of the Mutual Fund and such other accretions and additions to the r 
Risk Factors: Mutual Funds and securities investments are subject | to 
market risks and there is no assurance or guarantee that the objectives 
of the Schemes will be achieved. As with any investment in securities, 
the NAV of the Units issued under the Schemes can go up or down 
depending on the factors and forces affecting the capital markets. The 
names of the Schemes do not in any manner indicate either ves rni 
of the Scheme; its future prospects or returns. Past pe ffon mar f the 
Sponsor/AMC/Mutual Fund is not indicative of the future performance of 
the Scheme. Please read the Scheme Information Document (SID) and 
Statement of Additional Information (SAI) carefully before investing. 
Copies of SID and SAI are available with all the DISCs, Distribut: T 
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THE LION'S SHARE GOES TO... 


The states with top 5% share in all shareable tax. 


SHARE OF ALL SHAREABLE TAXES 


SHARE OF SERVICE TAX 


EXCLUDING SERVICE TAX (%) 





Uttar Pradesh 
Bihar 

West Bengal 
Madhya Pradesh 
Andhra Pradesh 


ONE TAX TO 
RULE THEM ALL 
Taxes to be subsumed in GST. 


CENTRAL TAXES 

® Central excise duty and 
additional excise duty 

® Service tax 

® Additional customs duty 
(Countervailing duty) 

® All surcharges and cesses 

STATE TAXES 

* Value-added tax 

* Central Sales tax 

® Entry tax, whether in 
lieu of octroi or otherwise 

® Luxury tax 

® Taxes on lottery, — 
betting and gambling 

* Entertainment tax 

* Purchase tax 

® State excise duties 

© Stamp duty 

* Taxes on vehicles 


* Tax on goods and 
passengers 

* Taxes and duties on 
electricity 


€ All state cesses and 
surcharges 


19.68 
10.92 il. 


1999 


1.38 
1.23 
1.05 


Source: 13th Finance Commission 


1.26 
1.12 
6.94 


TFC has proposed a novel way of dealing 
with ballooning government expenditure 
on its forever expanding unproductive 
workforce. It has asked state governments 
to file full data on employees at each level 
with commitment on salary. While states 
will find it hard to fight this disclosure, it 
will make the employees shape up. Other 
significant recommendations include 
demystifying the massive doses of public 
expenditure in the rural economy by 
asking the states to reveal actual 
expenditures for panchayats and urban 
local bodies under the same heads as used 
in the Budget in their annual financial 
statement by March 31, 2012. 


3. TFC as PSU Reforms 
Commission 

Indian government doesn't run enough 
quality schools complete with working labs 
and trained teachers for its children, but it 
maintains aircraft and swanky buildings 
under public sector undertakings. many 
of which are chronically loss-making. The 
UPA's aam admi slogan notwithstanding. 
the government's asset portfolio—if it had 
bothered to prepare one—is likely to show 
lop-sided priorities. The Trc’s solution: main- 
tain a systematic record of all psu land- 
holdings, list those yielding returns on as- 
sets lower than a norm and close non- 
working psus by 201 1. Strategise to divest 
stakes/privatise others. 


4.TFC as Fiscal Corrector 


Before it slaps a fresh tax, ifthe government 


Source: 13th Finance Commission were to tell taxpayers what it would cost 


them to comply with levies like, say, the 
now abolished Fringe Benefit Tax, these 
taxes would never see the light of the day. 
Compliance cost disclosures is a key fiscal- 
rectitude recommendation. Others include 
a suggestion to reduce the combined debt 
of the Centre and states to 68% of Gop and 
move to a revenue-surplus position by 
2014-15. The rrc has asked the gover- 
nment to convert its Medium Term Fiscal 
Plan to a statement of commitment, not 
intent, and integrate it with the annual 
Budget exercise. It also recommends setting 
upofan independent review mechanism to 
evaluate the fiscal reform process and giving 
it legislative backing in time. 


5. TFC as Outcome Pusher 


A prime example of how the rrc has built 
both responsibility and penalty for non- 
delivery into the system is the power of 
"deemed deductions" it has given to 
states. States can deduct from grants for 
local bodies sums they ought be collecting 
as user charges for delivery of public 
service. Since local bodies will find it 
tough to get the users to cough up the 
user charges unless they effectively 
deliver the services, outlays would have 
been converted into outcomes. The TFC 
has also declared grants of Rs 1 crore for 
district innovation funds to increase 
efficiency of public service. 


6. Divider of Taxes Between 
Centre and States 


Of course, this is every finance commis- 
sion's first and foremost role. The rrc has 
recommended that states' share of shar- 
eable tax revenues rise to 32 per cent, up 
from 30.5 per cent in the past. 
Recognising the local bodies' increasing 
need for funds to deliver public services. 
the rrc has given them shares in the 
states income from royalties. Since 
states found it tough to borrow from the 
RBI and the markets to raise resources to 
deal with the macroeconomic shock of 
the global downturn despite relaxed 
borrowing limits, it has asked the Centre 
to borrow and devolve the resources in 
line with the finance commission's 
formula for that year. (9 
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Shoppers won't stop: The GST 
promises cheaper products 
for the consumer 


iT KUMAR 


Cumulative burden of 


all taxes: 22-24%, 


Large companies have to 
deal with taxation laws and 


practices of 28 states. 


Taxes on capital goods 
discourage savings and 
investments, retard 
productivity and growth. 


Domestic producers 
disadvantaged by imports 
from lower-tax countries. 


March 21 


www.indiatodayimages.com 


» Cumulative tax burden 
could be as low as 12%, 


» Standard VAT invoice, 
one common law, market. 


> Zero incidence on capital 
goods will boost returns 
on capital. 


> Consumption-based 
taxation of imports to 
create level playing field 
for domestic producers. 


(Post GST implementation) 


2010 
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cores of Union government 
taxes spanning excise and cus- 
toms and an equal number or 
more of state taxes including 
sales tax, all merging into one 





tax—may be even one rate! An 
even larger number of laws on indirect taxes 
spawned by the legislatures of 28 states giv- 
ing way to one simple and uniform law. 
Reams ol invoices, records and documents re- 
placed by one form that can be filed online. 
Much cheaper products for the consumer 
(as the plethora of taxes disappears though 
prices of those products that aren't taxed 
right now could rise if they are brought un- 
der Gsr) and a government many times richer 
as collections (but not rates) go up. Each of 
these four statements spells magic, the prom- 
ised magic of the Goods & Services Tax (GST) 
now scheduled to come in from April 201 1. 

The biggest tax reform in Independent 
India won't be without its share of confusion, 


chaos and controversies—much of which 


COVER STORY-GST 





MAKING GST 
A GOOD AND 
SATISFACTORY 
TAX FOR ALL 


The Goods and Services Tax will transform 
how taxes are paid and collected. Designed 
and implemented right, it will change the 
face of Indian economy. pusa mera 








we have witnessed in the past couple of Then, to make the whole csr thing work. 
years. Yet, after February 25 and 26%, India needs a common information 
there was greater clarity than ever before technology platform—and this at a time 
on the future of the csr. On Feb 25" the when states are in no hurry to implement 
| 3th Finance Commission's report was made even the Tax Information Exchange System. 
public (see pg 48) and on the following day However, the FM said that the project to 
the Budget set April 1, 2011 as the dead- automate Central Excise and Service Tax 


line for implementing the GST. 

jut will one year be enough to 
implement it? It better be, considering the COUNTING THE GAINS 
spinoffs for the consumer, industry and 
government. Admittedly, the csr faces big 


hurdles in design, operations and 0.9%-1.7% jump in GDP in first year of implementation. 
infrastructure. On the design front, states 3 2% " 6 3% rise in exports. 


differ on the rate structure and value, in- 


terstate transactions, and, of course, every 0.37% 7 0./4% rise in returns on capital. 


state worth its border has its own exemp- 


tions, thresholds— and checkposts! 0.68%-1.33% rise in wage rates. 


Operationally, the Gst needs a common 
market, not 28 different ones. To back this, 0.42 %-0.82% rise in returns on land assets. 


there has to be one law, one common 


ssesment procedure and, ofcourse one DOQQ DIMON is the total estimated cain. 


form or return. 
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GST Spinoff For Consumers 
GST @ 12% 









Excise duty (14.42%): 43,260 Central GST (5%): 15,000 
Misc. mfg cascading taxes (2%): 6,000 State GST (7%): 21,000 
eem em 






Tax credits (Less): 36,000 


Distributor value addition (10%): 30,000 Distributor value addition (1095): 30,000 
Misc. distribution cascading taxes (296): 600 img 


Pii tar 330000. 


CGST (5%): 16,500 
SGST (7%): 23,100 








VAT (12.5%): 48,356 








Fi ies in Rs É 
An example of how GST could help lower tax component 
to make products cheaper. Courtesy: E&Y 


had already been rolled out this vear. 

The csr is the largest indirect tax 
reform of Independent India. It will cleanse 
the tax side of producers to release higher 
profits. It would also "reform the con- 
sumption tax in India," the task force on 
GsT of the 1 3th Finance Commission said 
in its report released in December 2009. It 
is "not an exercise for additional resource 
mobilisation through discretionary 
changes": it can squeeze efficiencies out of 
the system. Consumers will know the ex- 
act tax component of goods and services 
they buy, compliance costs will plunge. 
and so will disputes. 

The csr is a multi-point tax collected at 
each point of the supply chain (manufac- 
turer, distributor and retailer), so it will be 
hard for any one distributor to avoid or 
evade the tax. A shopkeeper, by not 
reporting a sale. can only avoid additional 
tax payable on his value added— but miss 
the chance to recover the tax he paid to 
the suppliers. 
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But the gains could remain elusive 
unless states agree to cede the low hanging 
Iruit —of taxes they levy and items they ex- 
empt—that power their revenues. 

The states were so wary of the variables, 
the ifs and buts, that not much work was 
done on the framework and the govern- 
ment had to miss the first deadline of April 
1, 2010. Another missed deadline could 
dilute the csr to a point where it becomes 
useless. Nor were the states enthused by the 
upside promised by the Union govern- 
ment—-an extra Rs 70,000 crore that it 
said the csr would throw up. 

So the empowered committee of state 
finance ministers had reached an impasse. 
but negotiations between the Union gov- 
ernment and states are expected to resume. 
The ultimate carrot: A Grand Bargain of 
Rs 50,000 crore proposed by the Finance 
Commission to meet compensation claims 
of states for revenue losses due to gsr from 
2010-11 to 2014-15. 

The csr in its current form has two rates, 
one for the Union government and the 
other for the states, both rates being low 
and revenue-neutral. The overall impact 
on individual producers and consumers 
would depend on the csr rate. With a rev- 
enue neutral rate, the overall tax burden will 
not change but there will be a significant 
shift in the distribution of tax burden across 
goods, services and sectors. 

But an adulterated csr framework 
with differing taxes and rates would put 
paid to hopes of a common market. The 
states face another thorn: re-deploying 
their armies of tax collectors. One solution 
would be to redeploy them not as collec- 
tors but as facilitators. 

The more successful models of csr, in 
Japan and Singapore, levied the tax ini- 
tially at three per cent. New Zealand reported 
a revenue growth of 45 per cent with its low 
rate and simple structure. 

The political squabble that is stalling 
the csr should not be too big a hurdle to 
cross since the csr endangers few votes, 
rather it is going to be easy to sell to most 
vote banks. The states' real concerns pertain 
only to loss of revenue and difficulty of har- 
monisation of the tax's administration which 
the Centre can help out with. © 
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FEWER 





EXEMPTIONS 
GREATER 
GAINS 


The Direct Tax Code 
wants us to give up 

all tax exemptions in 
exchange for lower 
tax rates and easier 
compliance. The 
government gets a 
larger income tax 
base and the taxpayer 
a lower rate. 


BABAR ZAIDI AND PUJA MEHRA 








e all think that the 





tax burden is equal 
to the tax rate 
higher the rate, 
higher is the tax we 
pay. This simple equation tells only 
half the truth. The tax burden also de- 
pends on a whole host of tax exemp- 
tions and reductions that we claim—on 
HRA, medical allowance, conveyance, 
LTA, etc. Then, there are many incomes 
i that are tax free, such as the interest 
The DTC advantage: - earned on PF and PPF. Capital gains are 


The new code will either tax free or taxed at a lower rate. 


mitigate tax evasion by 
taxing all perks and 
allowances as income : a person in the 30 per cent income tax 


Taking these exemptions into account, 





bracket may actually pay an effective 
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AN 
HR PROFESSIONALS 
axe NIS 


It's the promise | made to myself. For the sake of others. 


A pledge to find and realise the potential within those 
who make up the company I work for. 


A will to be a catalyst who makes organisations flower by 
helping their people be all they can be. 


A vow that can only be fulfilled when | first 
realise the potential within myself. 


It's a journey of growth and discovery. 


Abhishek Roo, HR Executive 


SNE 


At SHRM, we have made a promise too, 
to walk along you, every step of the way. 
We're the Society of Human Resource Manaaement, the wor 
rqanisation committed to the development of HR 


-dj nr et 
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The SHRM edge - Access to the largest HR knowledge resource - Expert advisory + Publications and Reseorch - Education and Certification - Events » Advocacy 


Make your promise today 
For membership log on to www.shrmindia.org 
shrmindia@shrm.org 
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INCOME TAX: NOW & THEN 


LIKELY FROM 
APRIL 2011* 


Tax Slabs 


Allowances 


Dividends from 
companies and 
mutual funds 


Securities 


— MÀ 





Capital gains from 
equities and equity- 


__ Oriented mutual funds gains 


Capital gains 
from other 
assets 


Capital losses 
from equities 


Tax Saving limit 


PF, PPF and other 
exempted saving 
schemes 


Insurance 
policies 


Home loan 
interest 
deduction 


Wealth Tax 





CURRENT 
PROVISIONS 


transaction tax . the 





Fully exempted at all 
stages-investment, 
growth and withdrawal. 


Income is fully exempt. 
It is taxable only if the 
cover is less than 5 times 


the annual premium. _ 


Up to Rs 1.5 lakh of 
interest paid eligible 

for deduction for self- 
occupied houses. No limit 


_W house is given on rent. 


1% tax payable if market 
value of jewellery, vacant 
house, car, artefacts, and 
cash exceeds Rs 30 lakh. 
Financial assets exempt. 


*Direct Tax Code proposals 


BUDGET 2010 
PROPOSALS 


Up to Rs 1.6 
lakh: No tax. 


Rs 1.6 lakh to 
Rs 5 lakh: 10% 


Rs 5 lakh to 
Rs 8 lakh: 20% 


Above Rs 8 
lakh: 30% 


No change. 


No change. 


No change. 


No change. 
No change. 


No change. 


Rs 1.20 lakh. 


Additional 

Rs 20,000 for 
infrastructure 
bonds only. 


No change. 





To be taxed at the 


time of withdrawal. 


Income to be taxed if 


the cover is less than 
20 times the annual 


premium. 


tax of only 15 per cent or even lower. 
Wouldn't it be simpler if taxpayers stop 
claiming all these exemptions and the 
government reduces the tax rate in 
proportion to the value of these ex- 
emptions? Yes, and that is exactly what 
the Direct Tax Code (brc) promises to do. 


End to Misallocation 


Exemptions not only lower the effective 
tax burden, but also impact the savings 
and consumption patterns of people. By 
doing away with the maze of exemp- 
tions, the prc would ensure that the de- 
cision to invest and consume is not 
guided by tax considerations. For in- 
stance, the tax deduction ollered to life in- 
surance makes people buy policies not to 
cover the risk of death but to save tax. 
Since the customer wants higher tax 
savings, he opts for a policy with a high 
premium outgo and usually ends up 
buying an unsuitable plan. The pre ad- 
dresses this problem by removing the 
tax exemption to income from insur- 
ance policies where the premium is more 
than five per cent of the insured amount. 

The code also proposes to end cer- 
tain anomalies in the current tax 
regime. There is no rationale for taxing 
returns from different asset classes—be 
it gold, equity shares or a house—dil- 
ferently. Income is income whether 
earned from fixed deposits or capital 
gains on an asset, salary or any other 
source. Another basic principle of tax- 
ation is that all taxes should be borne by 
persons and not organisations. This 
means entities such as mutual funds 
shouldn't pay taxes but people who in- 
vest in and earn from them should. 
But the dividend distribution tax (DDT) 
on non-equity funds is an indiscriminate 
tax that is levied on all investors irre- 
spective of their income level. A better 
way is to remove the ppr payable by 
companies and mutual funds on the 
dividend payout and instead tax the 
dividend in the hands of the investor as 
proposed by the prc. 

Similarly, partnership firms should- 
n't pay taxes but the partners should. 
Though this principle would require 


shareholders rather than companies to pay 
taxes, the prc makes an exception for them. 


This is because normally à small chunk of 


shareholders own a disproportionately large 
shareholding in the corporate sector. H pro- 
moters own 70 per cent of a company that 
makes a profit of Rs 1,000 crore, their tax 
liability would be nearly Rs 210 crore on an 
income of Rs 700 crore. 


The Culture of Evasion 
Thanks to the exemptions and deductions 
offered by tax laws, we have willy-nilly turned 
into a society of tax evaders. This could change 
under the pre because if all perks and al- 
lowances will be taxed as income. there won't 
be any need to produce fake rent receipts or bo- 
gus medical blls. This will not push up an in- 
dividual's tax outgo because the higher slabs 
will provide relief. Right now, 65-70 per cent 
of taxpavers pay tax at the rate of 10 per 
cent, Under the brc, about 97 per cent people 
will pay 10 per cent. What's more, the raising 
of slabs could also be an incentive for tax- 
pavers to report higher incomes. 

Even the change in tax on capital gains will 


not add to the tax burden. The removal of 


exemption on long-term capital gains from eq- 
uities may appear like a setback. But the rate 
of corporate tax is also proposed to be reduced 
from the present 34 per cent to 25 per cent. 
This will boost the bottom line of companies 
and lead to higher valuations—and there- 
fore, higher gains for investors. Besides. the vic 
allows for long-term capital losses from eq- 
uities to be set off against gains. These losses can 
be carried forward indefinitely. Also. the prc 
provides for a Capital Gains Deposit Scheme 
which allows rolling over the gains so that they 
are taxed only on withdrawal. 


Savings for Retirement 

The change from the exempt-exempt- 
exempt (EEE) model of taxation to the ex- 
empt-exempt-tax (EET) regime has been widely 
criticised. Taxing retiral benefits at the time 
of withdrawal is seen as a cruel blow for re- 
tirees. However, contrary to the perception. 
the rrr principle is not conducive for retire- 
ment. It doesn't encourage savings but 
facilitates churning and recycling of the 
same savings. An individual who invests 
Rs 1 lakh every year in Nss certificates will 


DTC DECODED: GAINS ALL AROUND 


9/°%o of existing taxpayers will pay 10% income tax after the direct 
tax code is implemented. Right now 65-70% taxpayers are in this slab. 


13,643 rupees a year is the average exemption from income tax per tax- 
payer. Total revenue forgone in income tax exemptions is Rs 40,929 crore. 


36 CTOT is the estimated man hours lost in working out ways 


to avail of tax exemptions in a year. 


from the eighth year onwards start getting 
Rs 2 lakh as the investment matures. 
Thereafter, he may simply reinvest the ma- 
turity proceeds. In effect. he may "save" only 
lor 7 years and then recycle his money with- 
out actually adding to his savings. 

On the other hand, if there is a tax on 
withdrawals, the individual will remain in- 
vested for the long term and withdraw only 
to the extent necessary lor basic consump- 
tion. This will encourage long-term retire- 
ment savings, which are so crucial for a 
nation that faces the threat of old-age poverty 
in the next 30-35 vears when today’s vouth 
will be nearing retirement. These people 
should be encouraged to save more and for 
the long term. 


The Blind Spots 


However, some blind spots remain in the 
prc. Since it was first released in August 
2009, the draft Code was criticised on some 
points and has gone back for redrafting and 
a possible April 2011 implementation. For 
one, the difference in the treatment to 
salaried taxpavers and self-employed pro- 
fessionals will become more pronounced. 
The exemptions and deductions enjoyed by 
the salaried class have been taken away. 
but self-employed professionals will con- 
tinue to avail of tax deductions. A salaried 


person with a gross annual income of 


Rs 12 lakh and savings of Rs 3 lakh will 
pay Rs 74.000 as tax without any deduction. 
A consultant who earns as much will be 
able to reduce his tax to about Rs 24,000 by 
claiming deductions amounting to Rs 5 
lakh. The brc ought to ensure that there's no 


discrimination between different types of 


taxpayers. Then it would truly achieve its 
objective of ensuring equity in taxation. © 
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“The 
reduction in 
the rates and 
simplification 
of the tax 
structure will 
lead to better 
compliance 
and fewer 
disputes 
ARBIND MOD! 

Former Joint Secretary, 


Department of Revenue 
at a CII seminar 
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he GDP growth will rebound... ...With all three sectors of the 
i(nnual 5-year economy doing well by 2010-11... 
96 change, FY-ended March 14 
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overy is taking place ..Which has 

oss the globe... : helped India's 
export growth 
turn positive... 


CHINA 
2.6% 2007 = 13% 
0.7% 2008 9% 
-4.4% 2009 7.8% 
0.996 200 89% 





In the coming years, it 
will take less than 12 
years for per capita — 

income to double. Up to 

the 1980s it took about 

60 years for per capita 

income to double. — 
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because 
when the global 


economy came 
tumbling down in the 


second half of 2008, 
the government shielded 
us with a double-barrel 
dose of higher spending and 


lower taxes-both of which 
ensured that consumption, and 
therefore domestic demand, did 

not fall. Today the recession is in retreat 
the world over, production, investment and 
job creation in India Inc. have revived and 
household spending shows no signs of slack. 
Here's your visual journey into the economy 
you live in. 
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..And 
overseas 
Indians 
keep 
remitting 
their 
earnings 
home... 


Consumption levels 
will rise four times in 
20 years... 
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Consumption 
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Rural 
Consumption 
growth (32%) 


16,896 
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..Income growth has been 
way higher than inflation... 


Education and 
recreation (6.1) 


ame Growth in PSE salaries (%) Consumer price inflation (%) 
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COVER STORY- BUDGET 2010 


There is nothing less powerful than 
an idea whose time has not come 


BUDGET SPEECH ON 28TH FEBRUARY, FRIDAY, 2014 





“We have 
dismantled 
the extra- 
constitutional 
authority 
known 

as the 
Planning 
Commission 
and all fund 
[lows to 
states will be 
through the 
Finance 
Commission” 





Honourable Speaker, after the 
general elections, we have taken 
several decisions. 


First, Budget speeches are re- 
BIB K stricted to 500 words and five 
DEBROY minutes, with an additional 
Economist two minutes lor poetry quotes. 


There is nothing to say. 


Constitutional requirements of 


Part Bofthe speech are placed before Parliament. 
Second, since policy announcements should 
happen outside Budget. our government has 
scrapped Part A. 

Third, we have dismantled the extra- 
constitutional authority known as the 
Planning Commission and all fund flows to 
states will be through the Finance 
Commission. We are about to set up the 14th 
Finance Commission. having implemented 
recommendations of the 1 3th. We have abol- 
ished artificial distinctions between Plan/non- 
Plan and revenue/capital expenditure. There 
will be a rolling Budget. With nominal cbr 
growth of 15 per cent in 2014-15. nr fiscal 
deficit/GbP is 3 per cent and revenue deficit/Gpr 
is O per cent. Before Members complain deficit 
numbers are high, | should say these are re- 
vamped deficit figures. with all off-Budget 
items now part of deficit calculations. 
Fourth, recommendations of Central and State 
Finance Commissions have become manda- 
torv. This ensures fund flows to local bodies 
and the Seventh Schedule have been revised, 
abolishing the Concurrent List. Instead. we 
have the Union List. State List and Local Body List. 
Fifth, after the Direct Tax Code was imple- 
mented in 201 1-12, all personal and corporate 
tax rates have been standardised. with no 
exemptions. | am happy to report that the 
number of income-tax payers (not assessees) 
has increased to 50 million and the effective 
corporate Lax rate is 30 per cent. Nothing 
other than income is taxed. 

Sixth, after General Sales Tax (cst) was im- 
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plemented in 201 1-12, all exemptions have 
gone for indirect taxes too, and we have a rev- 
enue-neutral csr rate of 20 per cent—7 per 
cent Central. 5 per cent State and 5 per cent 
Local Bodies, All Local Body taxes, including 
stamp duties, have gone and compliance costs 
and tax-related litigation have dropped, Net 
revenue, alter deducting collection costs, has in- 
creased to 8O per cent. (There are lew visitors to 
North Block now.) Tax/cpr ratio is 21 per cent. 
Seventh, subsidies (fertiliser, food. petroleum) 
have been replaced by direct, but conditional. 
cash transfers and States have done the same 
lor education and health. Using 1 i» numbers 
and decentralised identification based on indi- 
vidual socio-economic criteria, nt households 
have been unambiguously identified and non- 
BPL households don't receive subsidies. In its fi- 
nal report, the Planning Commission found 
66 per cent of every rupee spent on anti-poverty 
programmes reaches target beneficiaries. APM 
for petroleum products stands scrapped. 
Eighth, on expenditure side, interest pav- 
ments, salaries and pensions and delence ex- 
penditure are the items. Every other item of 
public expenditure trickles upwards through 
district planning and instead of centralised 
llagships. we now have decentralised flotil- 
las. This enabled us to reduce the number of 
central government ministries to 1 1 and there 
is no concept of Minister of State. The resultant 
savings permitted public expenditure on edu- 
cation to increase to six per cent of Gor. while 
that on health to three per cent. Defence 
expenditure constitutes four per cent. 

You will accordingly find Budget docu- 
ments much slimmer and we will not need 
more than half a dav's discussion to pass the 
l'inance Bill since there is nothing to change. 
If Parliament approves. from 2015-16 we 
will place Budget in the public domain even 
before it is placed before Parliament. 

Poetry Quote: "Carpe diem quam minimum 
credula postero” (Seize the day, trusting the 
future little )—Hoerace, Odes, 1.11 © 
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ECONOMY-RECOVERY 








Industrial p 
may be up smartly, 
but with some crucial 
sectors still langui- 
shing, a full-fledged 
recovery may be 
some time away. 
ANAND ADHIKARI 


"Public expenditure continues to play 
a dominant role and performance 
across sectors is uneven, suggesting 
that recovery is yet to become suff- 
iciently broad-based" 
Dr D. Subbarao, RB! Governor, 
while announcing the third quarterly 
review of monetary policy for 
2009-10, on Jan. 29, 2010 


"It is still early to feel upbeat as some 
sectors are still struggling to come 
out of the bad phase. Engineering 
goods, textiles, jute, carpets, handi- 
crafts and leather continue to do badly 
and were a cause for concern" 
Anand Sharma, Minister for 
Commerce & Industry, while releasing 
the export and import figures, 
on Feb. 12, 2010 


“I think it's still early (days of a 

recovery) because the nP data that 

we have still doesn’t give very great 

confidence" 

India's Chief Statistician Pronab Sen 
to a wire agency, on Feb. 19, 2010 
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Harsh Mariwala 


Chairman & Managing Director, Marico Ltd 
"Inflation has restricted household budgets, and droughts 
and floods have also contributed to a slower recovery" 


SECTOR: Food Products 


2008-09 (April-Dec.) ^ — 2009-0 (ApriFDec.) 
GROWTH 9.5% "71.4% 


Source: IIP Data 


SIZE: $65-70 billion 

WHAT AILS THE SECTOR: High food prices, and sluggish demand for 
processed, packaged and organic foods. 
BUDGET PROPOSALS: To set up four more food park projects (in addition 
to 10 already) to provide infrastructure to food processing sector. 


IMPACT: (=) 


he economy is firml 
on the rebound 
global economies ar 
in the process of bid 
ding adieu to a re 
ssion, the fisca 
deficit, reckons the Finance Mi iste 
will be tamed over three y ears, and 
investors gave last fortnight's Budget 
a wholehearted thumbs up (at least till 
the time of writing). Then, why ar 
the governor of India's central bani 
the Commerce Minister and the coun 
try s Chief Statistician still wary about 
popping the champagne 
One reason could be that, despit 
the recent record-shattering 16.8 p 
cent year-on-year growth fi 


December in the Index of Industrial 


LIHOWVM 


Production (up), a clutch of secto 





that have a weightage of some 44 
per cent in the up hasn't felt the benefit 


II vVAASOD 


of the government's economic in 
entives and, therefore, is vet to joii 


WM 


MW 


the party. "The worst is possibly over 

explains Abheek Barua, Chi 

Economist at HDFC Bank, "but a broad 
based recovery in the economv would 
take a while." What's more, even if 
many of these sectors didn't benefit 
Irom the stimulus, they are going to 
feel the heat of a partial rollback of 


incentives in terms of higher excise 


wos sosteumrAepoyerpuy 


duties proposed by Pranab Mukherje: 
in Budget 2010-11. 


There are a couple of reasons fi 


a mona m Dh mus 
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some crucial sectors like petroleum 


Regional Chairman (West), Council for Leather Exports leather and paper, and even the often 
“The leather industry is predominantly export-oriented "PRG QVE aint in 
and there is no cushion available from the domestic market" — 7 ^ ati ci im a 
SECTOR: Leather and Leather & Fur Products lines. One of them is that a 1 


these sectors are export-oriented and 
2008-09 (April-Dec.) 2009-10 (April-Dec.) hence their fortunes are linked | 
GROWTH =() Boo O £89/5 global economies, manv of which an 
"e 4 ete J 


still in negative growth categorv. Thi 
Source: IIP Data other reason is that some of thesi 


SIZE: $8-10 billion sectors are heavily dependent on dom 
WHAT AILS THE SECTOR: Shrinking global demand and shifting of buying estic consumption, which is still su 
behaviour to cheaper products like synthetics. dued in several sectors 


. Here's how what could be the fi 
BUDGET PROPOSALS: Excise duty has been rolled back from 8 to 10%. d woe f . n : — 
IMPACT: (V) globally is still casting a pall ovei 
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ECONOMY-RECOVERY 


some businesses. Cut to the us, where 
ic Penney, a chain of mid-range dep- 
artment stores, has revamped its range 
to attract recession-hit consumers. 
Just one example: In the past one year, 
ic Penney, most of whose stores are 
in suburban areas, has replaced its 
more pricey range of leather shoes 
with synthetic shoes. And they're 
doing brisk business. No prizes for 


guessing who gets hurt: Makers of 


leather products from countries like 
India, who have relied heavily in the 
past on exports to developed markets. 

The changed buying behaviour in 
the world's biggest economy, which 


has a colossal appetite for a mélange of 


imports that range from steel to food, 
has sent shockwaves in many of the 
economies that are dependent on 
them. India is no exception. But then 
it's not only the us that’s putting a 
spanner in the works of some of India's 


industrial sectors. On the Persian Gulf 


coast of the United Arab Emirates (UAE), 
the debt crisis in yesterday's El Dorado, 
Dubai, has come as a sucker punch 
for engineering goods, which was alr- 
eady reeling from the impact of the 
us slowdown. The UAE is amongst the 
top three exporting destinations for 
Indian engineering goods makers (the 
other two are the vs and Singapore). 
"The Dubai debt crisis has com- 
pounded our problems as there was 
a big market for engineering goods 
from the Dubai construction indus- 
try," says Nayan N. Shah, Regional 
Chairman (Western Region), 
Engineering Export Promotion Council 
(EEPC) India. 

That's one half of the story. A 
handful of sectors that are dependent 
on domestic consumption, too, are 
still miles away from a recovery. The 
paper industry, for instance, is facing 
an overhang of overcapacity. The foods 


industrv is doubtless the victim of 


prices going out of control. At the same 
time, the packaged foods sector has 
become a victim of consumer diffi- 
dence during a downturn, and that 
trend will take a while to reverse. Says 
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Rajeev Samant 

CEO, Sula Wines 

"The consumption of beverages is actually linked 
to the general well-being of an economy” 


SECTOR: Beverages & Tobacco 


2008-09 (April-Dec.) 
21.2 9/o 


2009-10 (April-Dec.) 


GROWTH “1.3 % 


Source: IIP Data 


SIZE: $15-20 billion 
WHAT AILS THE SECTOR: Lack of tax incentives, strengthening 
of smoking ban and time restrictions on bars and restaurants. 


BUDGET PROPOSALS: Structural changes (hint of a hike) on the excise 
duty on cigarettes and non-smoking tobacco. 


IMPACT: (V) 
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Our national animal is fighting for its life. From around 40,000 at the turn ofthe last century, there are just 1411 


tigers left in India. If we don't act now, we could lose this part of our heritage forever. Speak up, blog, share the 


concern, stay informed.... Every little bit helps. Aircel has partnered with WWF-India to help save our tigers. 
Visit www.saveourtigers.com to know how you can help. 


-— SAVE OUR TIGERS Z 
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Harsh Mariwala, Chairman & 
Managing Director, Marico Ltd: "The 
inflationary pressure has restricted 
household budgets, and droughts and 
floods have also contributed to a slower 
recovery in foods and beverages.” 
Cigarettes and beverages (read 
liquor, beer and wine) makers con- 
tinue to face a government and leg- 
islative backlash, in terms of higher 
duties (for cigarettes) and curbs on 
consumption (of beverages). Says Sunil 
Alagh, former cro of Britannia 
Industries, who now runs his own 
consultancy, sKA Advisors: "Companies 
in foods and beverages will end up 
showing lesser profits. That's because 
commodity prices are on the rise and 


there is less money in the hands of 


the people." 

Indeed, one of the keys to a rever- 
sal in fortunes for these businesses is 
increased domestic consumption. Take 
wine, for instance, where 95 per cent 
of production is consumed domesti- 
cally and which registered a de-growth 
of 20 per cent in 2009. "The con- 
sumption of beverages is linked to the 


general well-being of an economy. If 


we can maintain a 7 per cent-plus 
growth over the next decade, this 
industry is really in a sweet spot," bel- 
ieves Rajeev Samant, ceo, Sula Wines. 

Yet, for companies in packaged 
and processed foods and beverages, 
the np, which shows a 7.4 per cent 
de-growth for foods, may not be an 
adequate reflection of their prospects. 
The up would, after all, consider close 
to a dozen food items that include milk, 
biscuits, tea, chocolate, sugar confec- 
tionery and edible oil. As Adi Godrej, 
Chairman, Godrej Group. which has 
several food-related activities like con- 
fectionery, tea, fruit drinks & juices, 
puts it: "I think the food and bever- 
ages sector is doing reasonably well. 
We shouldn't look at the rrr numbers 
alone. It's an old index." 

The counter to this, though, could 
be that a stimulus-driven economy, 
and the resultant inflationary pressure, 
has had a cascading impact on the 
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Rajeev Ranjan Vederah 

Managing Director, Ballarpur Industries 

"What may impact the industry over the short term is the 
oversupply in both domestic and global markets" 


SECTOR: Paper & Paper Products and Printing, Publishing & Allied Ind. 


2008-09 (Apri-Dec.) ^ 2009-0 (April-Dec.) 
GROWTH 12% 2.2% 


Source: IIP Data 


SIZE: $6-8 billion 
WHAT AILS THE SECTOR: Falling newsprint prices, 
low industrial demand, and overcapacity. 


BUDGET PROPOSALS: None 
IMPACT: (=) 
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ECONOMY -RECOVERY 


MORE WEEDS THAN GREEN SHOOTS 


one end, there was a deficit in the southwest monsoon. 

At another, the floods in Andhra Pradesh and Karnataka 
were so severe that they washed away both homes and hopes. 
The net result is rice production is going to be lower by 12 mil- 
lion tonnes and coarse cereals by six million tonnes in the 
current fiscal. Wheat might save the day, with production at last 
year's levels of 80 million tonnes. In all, overall foodgrain 
production is pegged at around 217 million tonnes. 

No wonder, then, that the government's 
advance estimates reveal that agriculture 
and allied activities will decline by O.2 per 
cent this year. Last year, the sector reported 
a puny growth of 1.6 per cent. Pundits don't 
see much hope for the sector based on the 
government's tentative initiatives, although 
the Finance Minister has attempted to boost 
the sector in his budgetary proposals. For 
instance, he has set aside Rs 400 crore to 
extend Green Revolution to the eastern 
regions of the country, and allowed farmers 
six extra months of lifeline to repay their 
loans. 

But the problems may be deep-rooted. 
Agriculture Economist R.S. Deshpande thinks the approach of 
reforms should be bottom-up. He cites costs of farm inputs like 
fertiliser, pesticides and labour as an example of inefficiencies 
and insists that foodgrain production will suffer as long as 
these input costs are not reined in. He sees a fair chance of the 
rural employment guarantee scheme playing spoilsport during 
the next kharif season by both restricting labour availability and 
pushing up wages. The Director of Institute for Social and 


T he recovery bus has left the farm sector behind, too. At 





VIVAN MEHRA 





Economic Change, Bangalore, was part of the team that did the 
mid-term appraisal of the agriculture sector of the tIth Five Year 
Plan. 

The way governments go about announcing loan waivers 
without addressing the basic issues of the sector is only mak- 
ing farmers capable of taking another loan rather than 
focussing on repaying the previous one. “Our approach to the 
sector so far is like providing best hospital care for pa- 
tients, but without medicine," quips Deshpande, who feels the 


At Rock-bottom 
Agriculture & allied activities (Y-o- growth rates in 96) 
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*Quick estimates *Advance estimates “Forecast 
Source: PM’s Economic Advisory Council 








implementation of the Rashtriya Krishi Vikas Yojana, a 
scheme that aims at achieving 4 per cent agricultural 
growth in the TIth Five Year Plan in letter and spirit, along with 
state-level reforms will lift the sector and farmers. Official 
forecasts have it that the sector will grow by 5 per cent next 
fiscal. That would be a perfect set-up for 9 per cent-plus eco- 
nomic growth, but the ifs surrounding that target are many. 

K.R. BALASUBRAMANYAM 


food budgets of households like never 
before in a short period. For instance, 
sugar prices—one of the constituents 
of foods products—nearly doubled in 
the last one-and-a-half-year to Rs 38- 
40 per kg. This has resulted in an inc- 
rease in the price of another food item: 
chocolates by 10-15 per cent. In fact, 
some players have tweaked the pack 
sizes. Similarly, the price of milk has 
shot up by 10-12 per cent in the last 
three months. 

The badly-hit modern retail sector 
also contributed to lower demand for 
packaged and processed foods. As did 
the decline in the hotel and tourism 
sector in 2009. 

It doesn't help when industries 
are mired in their own problems and 
no amount of stimulus would be able 
to provide significant relief. Take, for 
instance, the poor performance of 
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the jute industry, which is a result 
of a long-drawn bitter battle over 
wage settlements between workers 
and mill owners. This has led to a 
virtual shutdown of operations of 
jute mills in West Bengal, which con- 


The Big Spoiler is Global Demand 
Stimulus hasn't quite led to a global recovery. 
1.1 


0.7 0.8 





“3.9 
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Source: World Economic Outlook update, IMF Jan. 26, 2010 
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tribute over 90 per cent of the total 
jute bags and yarns production in 
the country. "This has contributed 
to the falling productivity in our sec- 
tor," reasons S.K. Bhattacharya, 
Executive Vice Chairman, Indian Jute 
Mills Association. A flood of cheaper 
imports from Bangladesh only added 
to the woes. 

Similarly, the paper industry has 
to blame itself for the mess it created 
by overstretching itself during boom 
time to meet the growing demand. 
Industry leader Ballarpur Industries 
and others like jk Paper announced 
capacity additions during the boom 
times, many of which will come on 
stream now. Although demand is 
growing in terms of volumes, it is not 
reflected in top-line growth because of 
a sharp correction in paper prices in 
the wake of the vs subprime crisis. 
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With sustainable infrastructure solutions, Siemens helps big cities 
become even greener. 


Ask any big city resident how to improve everyday life and you'll hear plenty of ideas: cleaner air, purer water, bet 
transport, crime-free streets, reliable power supply, affordable and efficient healthcare. Our answer: An extensive 


innovative products and solutions that help to make city life a greener, healthier and a more enjoyable experien 
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ECONOMY-RECOVERY 


"There has been a reduction of 
8-10 per cent in paper prices with 
newsprint prices registering a 
much sharper fall; and this is con- 
tributing to falling turnovers,” 
explains Pragya Bansal, Associate 
Director at Fitch Ratings Ltd. 

The newsprint segment, where 
almost half of the domestic req- 
uirement is met from imports, is 
the worst affected as domestic 
prices are closely aligned to inter- 
national prices. 

"The demand in the newsprint 
segment has been sluggish as a 
structural shift is happening in 
global markets owing to the con- 
sumption of newsprint actually 
diminishing with the advent of the 
digital format," says Rajeev Ranjan 
Vederah, Managing Director of the 
Avantha Group's Ballarpur 
Industries Ltd (BILT). 

Today, the fortunes of the paper 
industry are tied in with economic 
growth at a broader level since 
exports are negligible in this sector. 
Therefore, the paper industry can 
benefit only from a recovery in 
macroeconomic factors such as 
industrial output, an increase in cor- 
porate marketing spends and in edu- 
cation and office activities. 

As against paper, food, bever- 
ages, et al—whose fortunes are 
linked to domestic consumption— 
there is an abundance of sectors 
that are heavily reliant on exports, 
and whose overseas markets are in 
the doldrums. These include leather, 
engineering goods, carpets, and 
handicrafts, to name just four. 
"Exports to Asia are improving, but 
unless the global economies pick 
up momentum or external demand 
improves, it will be difficult to sustain 
a broad-based recovery," believes 
Barua of uprc Bank Ltd. 

In leather, a host of smaller units 
are on the brink of closing down. 
"We are surrounded by all the vari- 
ables like double-digit interest rates 
and fluctuating currencies," says 
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Abheek Barua, Chief Economist, HDFC Bank 


“The worst is possibly over, but 
a broad-based recovery in the 
economy would take a while" 


Naresh Bhasin, Regional Chairman 
(West), Council for Leather Exports. 
He adds that the net disposable 
income of an individual abroad has 
gone down by 30-40 per cent. "These 
(stimulus package) are small ges- 
tures on the part of the government, 
but they need to be in place until the 
consumption improves in the western 
world," adds Bhasin. In fact, the 
Union Budget 2010-11 has rolled 
back the excise duty from 8 per cent 
to 10 per cent. Perhaps one longer- 
term solution is to refocus on the do- 
mestic market, just as the Chinese 
have begun to do. 

Clearly, during such tough times, 
it's the smaller enterprises that get 
hit the hardest —like those that make 
engineering goods, who are caught in 
the pincer grip of rising raw material 
prices, higher interest rates and cur- 
rency fluctuations. 


"The current level of excise 
duty reduction under the stimulus 
package is giving us a little bit of 
impetus to fight against the imports 
that have been liberalised. But if 
that excise duty goes up and import 
duties remain the same, the vari- 
ation will impact the local engi- 
neering industry hard," Shah of 
FEFC India told Br before the Finance 
Minister embarked on his Budget 
speech. Clearly, the rollback of ex- 
cise duties to 10 per cent isn't what 
the doctor ordered for the engi- 
neering goods industry. 

On the oil front, the production 
decline early this year was only 
to be expected with oNGc's oil fields 
ageing and production falling. 
That drop, unsurprisingly, also 
reflected in refinery output of 
petroleum products dipping by 
only 1 per cent during the period. 
Refinery output declined in the 
first three quarters of 2009-10 
for two reasons: One, crude output 
itself was lower; and, two, the 
export market for petroleum prod- 
ucts was subdued, explains Sudhir 
K. Nair, Head, crisit. Research, 
Mumbai. “The refineries chose to cut 
back on production in response to 
tepid market conditions. I expect the 
refinery output this year to be either 
flat or slightly lower than last year 
and to pick up substantially next 
year," he adds. 

To be sure, if the Indian economy 
has to get on to the path of 9 per cent- 
plus growth, virtually every indus- 
trial sector has to play its part. And 
then, let's not forget the role agricul- 
ture, which is also lagging behind 
(see More Weeds Than Green Shoots), 
has to play. "All the sectors are 
interlinked and will have a multiplier 
effect in the economy," points out 
Barua of uprc Bank. The recovery, so 
far, isn't a mirage, but then, until it is 
broader-based, it won't quite be 
dawn—not yet. © 
ADDITIONAL REPORTING BY 

K.R. BALASUBRAMANYAM 
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ENTREPRENEURSHIP-WATER 


Water, 
r 








wate 





.. And a number of foreign 
majors, domestic firms and 
private equity investors are 
keen to ensure that more 
and more of it can be used. 


SUMAN LAYAK 


very movement needs a poster boy. 
India's quest for securing its water needs 
could use Rajiv Mittal. At 49, the 
Managing Director of v4 Tech Wabag, 
is one of the younger water ent- 
repreneurs who are changing the way 
we treat the liquid that sustains our 





life, Mittal was sent to India from 
London in 1996 by his employer v4 Tech Wabag, the 
Austria-headquartered water treatment major, to start 


the Indian operations. When the parent wanted to sell off 


the India business in 2005, Mittal teamed up with three 
other colleagues and, with support from icici Venture, 
bought out the company for around Rs 60 crore. 

That's good going, indeed. But nothing compared to 
what followed in 2007—Mittal, once again with Icic! 
Venture, bought out the Vienna-based parent itself for 
$100 million. Today, vA Tech Wabag is a Rs 1, 300-crore 
company and is building the prestigious Chennai desali- 
nation plant, the largest in India. Come December 201 1, the 
plant is expected to provide 100 million litres of drinking 
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everywhere 





NISHIKANT GAMRI 


A \ ‘| ech, cl 
global company with operations in 17 countries, is prepar- 


water to 10 lakh people in southern Chennai. 


ing for an initial public offering in India—the draft prospec- 
tus may be filed in March 2010. 

Let's move westwards now to Ahmedabad, where 
Deepinder Mohan Vithal, at 54, has the passion of a much 
younger man in scaling up a business not too dissimilar from 
Mittal's. Vithal's company, Environment Planning Group 
Ltd (EPGL), originally a consulting company, has already gone 
to 20 villages with its reverse osmosis plant and a social 
entrepreneurship model to make quality drinking water 
available for as little as 20-30 paise a litre (current cost: 
Rs 2-3 a litre). This plant has been installed at a few offices 
and nine housing societies in Ahmedabad as well as one in 
Delhi. The Mudra Institute of Communication and 





H.B. Singh (60) 
Managing Director, Hydroair Tectonics 
BACKGROUND: MTech from IIT Kanpur; started work 





with NEERI, headed its regional lab in Mumbai: started 
Hydroair Tectonics in 1984, focussing on waste 
management. Set up 340 plants so far. Likely to 
touch Rs 1,000 crore turnover this year. 


iM-Ahmedabad use it. ke. installs and runs these machines at the 
user's premises and sells the water to the customer. "In villages, 
we use salty bore well water and produce potable water. If 1 get 
Rs 20 crore, I can do this in every village ol Gujarat," says 
Vithal. The us-based Acumen Fund. a non-profit venture fund, 
has invested Rs 25 lakh in epct. Piramal Water Pvt Ltd, an Ajay 
Piramal Group initiative, wanted him to join up. but Vithal is keen 
on growing his own business (he has built one plant for Piramal 
Water in Rajasthan) 

Now guess what happens to all the sewage the city of Mumbai 
generates, No prizes if you do—it's all dumped into the sea. 
Well. not all of it—the Willingdon Club, one of Mumbai's verv exc- 
lusive sports clubs, buys some of that sewage at Re 1 per cubic 
metre from the Brihanmumbai Municipal Corporation (BMC) 
and converts it into potable water to maintain its greens. It can 





WHY 


Financial support available to 
municipalities from the Jawaharlal 
Nehru National Urban Renewal 
Mission: Rs 7,000 crore spent in 
2008-09, Rs 13,000 crore 
earmarked for 2009-10 and likely 
to go up to Rs 30,000 crore in 2012. 


» Strict environmental norms on water 


discharge by industries into rivers 
and seas and public water bodies. 


» Fresh water available per capita per 


annum in India has dropped from 
5,200 cubic metres in 1951 to 
1820 cubic metres in 2001. 


By 2025, india will be a 
water-stressed country; 

by 2050, there will be a water 
Scarcity, says UNDP. 


A 
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Rajiv Mittal (49) 


Director, VA Tech Wabag 
ineer, Mumbai University 
institute of Chemical Technology (earlier UDCT); worked for 
in London, returned to set up its 

6. Bought out the Indian arm in 
2005 and the parent two years later. 


"We did the largest-ever 
buyout by a management 
in India" 


Managi 
BACKGROUND: Chemical E 


water company Wa 
India subsidiary in 1 
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do that, thanks to the efforts of H.B. Singh, 60, who designed 
the plant that converts the sewage at a cost of Rs 5 per cubic 
metre to the club—earlier the Bmc used to charge 
Rs 100 per cubic metre for clean potable water. Singh, a for- 
mer regional head of the National Environment Engineering 
Research Institute (NEERI) in Mumbai, started his waste 
management company Hydroair Tectonics in 1984. With 
turnover closing in on Rs 1,000 crore, and 340 plants 
installed across the country, Hydroair is flirting with pos- 
sibilities of either a private equity infusion or a public listing. 
The Mumbai-based Subhkam Ventures invested in the 
company in 2007, only to exit two years later. More rec- 
ently, talks with StanChart's rr arm fell through. Singh was 
in Lucknow last fortnight to supervise construction of a plant 
that will control the pollution of the Gomti river. It will treat 
sewage and produce clean water for irrigation or feeding the 
river. “PE investors are fair-weather friends, they cannot help 
in building the plants I want to," shrugs Singh. 
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Different Needs, Different Providers 

The common strains amongst these companies are that they 
are promoted by experts in the field of water management and 
treatment, and they are generating interest among investors— 
from foreign majors in this field to private equity (Pr) players. 
As recently as January 2010, the Sage Nee Fund I which inv- 
ests in private and mid-market Indian companies, (advised by 
Sage Capital Funds Management) invested $10 million in 
Concord Enviro Systems, a Mumbai-based industrial waste 
water management company. Then, iprc pe has two 
investments in water—the Ahmedabad-based Ashit Doshi pro- 
moted Doshion Ltd, and Gar Infrastructure. 

Manish Kanchan, Managing Director, Sage Capital, 
is bullish. "It is like what the software sector was in the late 
eighties. There will be a host of Pe investments in the sector 
soon—a lot of deals are floating around." Sumit Chandwani, 
President, icici! Venture, for private equity, who was 
instrumental in the buyout of vA Tech Wabag in 2005, sits 
on the company’s Board. His firm has a 60 per cent stake in 
the company. “It will be our vehicle for investments in 
water. We may have a portfolio of water investments— 


Deepinder Mohan Vithal (54) 


CEO Managing Director, EPGL 

BACKGROUND: Post-grad from Punjab Agricultural Universi: 
(doctoral work at IIM-A); started EPGL as a consulting 
company for agriculture, land, water, forestry in 1984. 
Launched reverse osmosis-based water purification 

system in 1999, 


"Give me Rs 20 crore and 
| will give drinking water to 
every Gujarat village” 
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Sumit Chandwani 


President, ICICI Vent 
resident, IC enture Abhijeet Biswas 





Manish Kanchan 
Managing Director, Sage Capital 


Director, Equirus Capital 


companies with access to technology or markets in India or 
other emerging markets," he says. 

Today, there are two kinds of water companies in India 
looking for investments. On the one hand there are the ones 
like EPGL that needs angel funding. Also looking for such 
funding is sMs Paryavaran, a Delhi-based waste water 
treatment company started by three professionals, 
M. Sengupta, S.N. Modak and M.K. Singh. There is Neel 
Water in Mumbai, and Paramount Ltd in Baroda on a 
similar scale and pursuit for investment. On a larger scale, 


The Jawaharlal Nehru National Urban Renewal Mission 
(JNNURM) has boosted investments in water and prodded 
municipalities to hand over projects to private players. 
The municipality of Mysore has handed over a six-year proj- 
ect to Jamshedpur Utilities & Services Company (jusco), a Tata 
Steel subsidiary. jusco will ensure Mysore has 24 hours a day 
pressurised water on tap. Underground or overhead storage 
tanks and pumps will be passé in four years and tap water 
will be metered. jusco will run the project for two years 
before handing it over to the municipality. Sanjiv Paul, 





are the likes of vA Tech Wabag seeking a 
public listing and Singh of Hydroair eye- 
ing a NASDAQ listing. 

Another option for the bigger boys is 
to tie up with a foreign water major. For 
instance, Doshion Ltd has formed a joint 
venture with French water major Veolia. 
Plenty of other foreign majors are seeking an 
India entry (see Turning on the Tap). Abhijeet 
Biswas, Director, Equirus Capital, a medium- 
sized investment banking outfit, is focussed 
on water. He says: "Indian companies with 
a certain scale now want technology and are 
ready to give up a majority stake to foreign 
players." Biswas says Build Operate Transfer 
(BOT) projects will dominate water-related 
investments in the future. "Bors have an 
annual payback model, which is not what 
the pes look out for. So, pes will be more int- 
erested in the smaller companies,” he adds. 


The Water Burst 

VC Circle, a venture capital forum, esti- 
mates that the treated water business is 
worth Rs 5,400 crore and is growing at a 
compounded annual rate of 13 per cent. 
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TURNING 
ON THE TAP 


e A host of foreign companies 
in water is trying to enter India 
with local partnerships. These 
include Enwa of Norway, COWI 
of Denmark, Láckeby Water 
Group of Sweden, Kemira of 
Finland, EN Global of the US, 
and Marubeni Water from Japan. 


e Some joint ventures have 
been struck: Veolia of France 
with Doshion Ltd; Degremont, 
also of France, with the Anand 
Group, are two of them. 


e Large Indian water 
companies want funds and 
technology and are ready to 
give up 51% stake for that. 


e A number of smaller, inde- 
pendent water companies are 
looking to scale up and are look- 
ing for PE investments. These 
include Neel Water of Mumbai, 
SMS Paryavaran of Delhi, and 
Paramount Ltd from Baroda. 


e PE funds keen to invest in 
water include ICICI Venture, 
Sage Capital, IDFC PE, 
Subhkam, and Acumen Fund. 


Managing Director, jusco, says: "The water 
sector is just warming up. We are touch- 
ing-feeling our way about. But there are no 
regulations or reforms which can bring 
more private sector participation." 

Nagpur and Latur in Maharashtra, too, 
have embarked on similar projects. The por 
model, where the project executing company 
also runs it for some time, requires big 
money. It is also attracting the larger engi- 
neering companies like Thermax, Hindustan 
Dorr Oliver, GMR and Larsen & Toubro. 

Clearly, a huge opportunity exists, unlike 
during the rr services or the Internet boom, 
because of the sheer gravity of the situa- 
tion. icici Venture's Chandwani points out 
that Namibia has started using recycled 
sewage water for drinking. "If we do not 
take care, India will also soon have to walk 
that path,” he says. The good news. though, 
is that a potential crisis is resulting in some 
path-breaking work and effort. Says Mittal 
of vA Tech Wabag: "Today, we have offers 
for case studies on our company from 
Harvard Business School and tim-a. We 
have to choose between the two schools." © 
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44 | believe that the 
Kinetic brand has 
immense potential in 
various areas. Indian 
customers have a high 
regard and recognition 


of this brand" 


Sulajja Firodia Motwani, MD, Kinetic Motor Co. 
(with a portrait of the late H.K. Firodia in the 
background) 
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1974, two years 
after H.K. Firodia 
flagged off the 
Kinetic Group with 





| g the vision of devel- 
oping vehicles for common people at 
affordable prices, he launched India's 
first moped, Kinetic Luna. The top brass 
at the group's flagship. Kinetic 
Engineering Ltd (KEL), savs the Luna 
"has provided mobility to over 40 lakh 
Indian customers". Yet, today, the 
moped segment barely exists—repre- 
senting just 3 per cent of total two- 
wheeler sales—but the late patriarch's 
vision still prevails at the Pune-based 
automotives group. 

In September 2009, KEL began 
supplving transmission gears for the 
Tata Nano, the ultra low-cost car. As 
Arun Firodia, Chairman, Kinetic Group 
(and son of the founder), puts it: "Kinetic 
has been a believer and partner to the 
Tatas for the Nano project from day 
one, when many chose to be sceptical 
about a Rs 1-lakh car." 

The change from a moped maker to 
a manufacturer of automotive systems 
and components that include power- 
train systems (engine and transmission 
parts and assemblies) is just one of the 
makeovers at the group over the past 
four decades in which it has often strug- 
gled to keep pace with changing con- 
sumer preferences and increasing com- 
petition in the Indian automotive sec- 
tor. Even bv that history, two new ar- 
eas of focus at the group, which has 
third-generation scion Ajinkya as KEL'S 
Managing Director, make for radically dif- 
ferent businesses from the past and hold 
promise to alter the scale and shape of the 
one-time two-wheeler maker. The two 
new lines of businesses: Infrastructure 
(for which joint ventures have been put 
in place in 2009, with the likes of 
Hyundai and FG Tecnopolo of Italy) and 
a still-on-the-drawing board consumer 
business, where the intention is to lever- 
age the equity of the Kinetic brand. 

That's a fresh start and direction 


but 


of the Sunset 





critical 


ANUSHA SUBRAMANIAN 


for the Firodias who, in the mid-' 8Os, 
had flagged off a joint venture with 
Honda to make India’s first gearless 
scooter. The product was a raging 
success, and nudged leader Bajaj Auto 
—which was resting assured on the 
demand for its best-selling Bajaj Chetak 
—out of complacency. Bajaj was still 
No.1 by far but Kinetic Honda 
launched what was perhaps India's 
first scooter to aspire for, with the 
focus being more on style and 
features than fuel efficiency. 

By the late '90s, however. Honda 
(which had already upped its stake 
to a little over 50 per cent by 1993) 
was keen to take over the joint ven- 
ture. The Firodias weren't in a mood 
to sell. Result? The Japanese auto ma- 
jor exited by selling its stake to Kinetic. 


From the humble moped, to the then-trendy 





gearless scooter, to 


for the Tata Nano, the Kinetic Group has 


The Road Ahead 


The Vision for the next 10 years. 


> Aggressively unleash 
the potential in auto 
components in the areas of 
engines, gear boxes, other 
automotive systems 
through global partnerships. 


> Develop infrastructure- 
related businesses, with 
the focus on Kinetic Hyundai. 


P Exploit and leverage the 
Kinetic brand to develop 
new B-to-C businesses. 


survived rapid changes and intense competition by reinventing itself. 


preferring instead to build on its joint 
venture with the Munjals, Hero Honda 
Motors (which today makes both mo- 
torcycles and scooters). Without 
Honda, Kinetic Motor wasn't the same 
force anymore, even as it tried to sell 
motorcycles and scooters with help 
from overseas collaborations. That 
wasn't enough to take on the big boys. 

"Competition intensified in Kinetic 
Motor's main segment of gearless 
scooters with the entry of large plav- 
ers like Honda, Suzuki and Hero 
Honda. The Kinetic Group decided 
that it would be difficult for its two- 
wheeler business to be profitable as 
a standalone scooter manufacturer, " 
says Sulajja Firodia Motwani, 
Managing Director, Kinetic Motor 
Company, and one of the more visible 
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What a Long, Strange Trip it's Been 


A chronology of events at the Kinetic group 
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bad Forms JV with 
Honda cT. E n oe B 
G stake to 50. Honda wants to Sets up Kinetic orna Forms JV with Hyundai 
The Kinetic Group from 28.56 96. take over the JV rahastaa for ignition systems for making elevators, 
takes birth with the but the Firodiasare | automotive design e escalators and multi- 
setting up of Kinetic g non des with an engineering "me level automated 
Engineering Ltd. Incorporated Kinetic en its roan À and desn cemre a parking systems. E 
(KEL) by the late Honda Motor Co. as a from Honda for Rs * Forms N with FG Planning to levere 
H.K. Firodia, who joint venture between 35 crore in 1999 Forms JV with Taigene Tacncpelo of the Kinetic brand 
has a vision of the Kinetic Group and Group of Taiwan for fo prod tay equity to ventures 
developing vehicles Honda Motor Company of = a making motors for 9 provide € into consumer 
for common people | Japan to launch, for the Kinetic Motor Co, automotive applications. ps ssa hit products. Options 
at affordable prices. first time, gearless a axa peti Tu cervices are power bachi 
SEOS NN scooter manufacturer., | B! for infrastructure Products (genera 

e. " but without Honda Kinetic Motor and M&M projects. and invertors) an= 

Launched the moped, it is not a force to set up new company home 

Kinetic Luna, which, the reckon with. fortwo-wheelerbusi Begins supplies of Products. 

Firodias claim, made ness in which the transmission gears 

40 lakh Indians mobile. Mahindras have an 80 

per cent stake and 
Kinetic Motor the rest. 


AD 





faces of the group in the past decade. to see it as a “strategic partnership,” al- 


So, in 2008. Kinetic Motor and though most investment bankers 


the tractors-to-software Mahindra & 
Mahindra (M&M) set up a new com- 
pany—Mahindra Two Wheelers Lid— 
that acquired the assets of Kinetic 
Motor, in which the Mahindras have 
an SO per cent stake and Kinetic Motor 
owns the rest (Kinetic Motor is a listed 
company in which KEL and associate 
companies have a shareholding of a 
little over 45 per cent). Sulajja prefers 


; — . ~ I 


—— 


wouldn't hesitate in labeling the trans- 
action with the Mahindras as an ac- 
quisition. "The deal is a bit like having 
vour cake and eating it too," she in- 


sists. "We have tied up with one of 


the best business houses in the coun- 
try and if there is one group that can 
succeed today in this competitive two- 
wheeler industry, it is M&M,” she adds. 

While it will be up to the Mahindras 





HSAWII 


INVMSOD 


to determine the future of the two- 
wheeler business (see Riding Pillion), 
the Firodias have their hands full with 
their flagship activity of automotive 
components and systems. For the year 
ended March 2009—the latest period 
for which numbers (unaudited) are 
available 





the flagship KEL reported 
net sales of Rs 50.4 crore and a net 
loss of Rs 25.42 crore. But the Firodias 
expect a lot from the automotive sys- 
tems business which includes, besides 
KEL, Kinetic Communication lor auto- 
motive design. JVs with Ducati Energia 
of Italy for ignition and auto electrical 
systems, and with Taigene Group of 
Taiwan for motors. The tooling divi- 
sion of KEL was spun off into an inde- 
pendent tool engineering centre, and 
has clients including the M&M Group. 
General Motors and Tare. With all 
these activities, the group hopes to 
generate a turnover of Rs 500 crore 
annually from automotive systems 
in the next three vears. ( Total group 
revenues add up to $500 million, or 
Rs 2,300 crore, it says). 

Much of that growth in the auto- 


Getting their act together: Sulajja with Ajinkya, the youngest scion of the Kinetic Group, who took over as MD of KEL in April 2009 


86 BUSINESS TODAY March 21 2010 
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Everything that could give your office an extra edge - 
resources, state-of-the-art technology, and a wide range of 


office spaces, is now under one roof with lease/ sale options. 


Presenting Summit, the brand new corporate premises in 
Mahadevpura, Whitefield Road. Located in the IT & 
Biotechnology hub of Bangalore, 10 kms from M.G. Road, 
4 kms before ITPL (close to HP campus and ABB centre) - 
Summit is ideal for IT, ITES, BPOs and other corporates. 
Being a part of the 40 acre Brigade Metropolis enclave, 
Summit offers you the advantages of residential apartments, 
the Regent Club, The Arcade - neighbourhood shopping 
centre and The Brigade International School nearby. 
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Features: 

* Total area of 8,00,000 sq.ft. 

* Floor plates of 22,000 and 42,000 sq.ft. 

* 23 High speed elevators * Food court * Helipad 

* Gym * 6 level MLCP with a rooftop swimming pool 
* Business/ Incubation Centre 


Also available: 
SEZ options in Kochi and Mangalore. 


Summit is ready for fit outs. Move in today and make the most of this investment opportunity with buying and leasing options. 


Ph.: +91 80 4046 7600 | Sudheesh: +91 97400 13072 | Santhosh: +91 98804 05380 GROUP 


[^ BRIGADE ENTERPRISES LIMITED, Hulkul Brigade Centre, 82, Lavelle Road, Bangalore - 1 BRIG ADE 
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commercial@brigadegroup.com | www.brigadegroup.com For a better quality of life 
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motives business will have to come from the supply of 


transmission gears for the Tata Nano. KEL has invested Rs 50 
crore to set up a gear making facility as a "plant-in-plant" at 
its existing unit in Ahmednagar in Maharashtra. Supplies to 
the Nano will help KEL earn its spurs as a manufacturer of car 
transmission components, paving the way for more such or- 
ders. Currently, the company also supplies gear boxes for Tata 
Motors light commercial vehicles (Lev) platform: other cus- 
tomers include sister company Force Motors (which has 
Arun Firodia's brother Abhay at the helm); Bombardier 
Recreational Vehicles; Tomos, a European moped maker, and 
associate company Mahindra Two Wheelers. 

Even as the group builds on its competence in compo- 
nents, it's cottoned on to the high-growth infrastructure sec- 
tor. Kinetic Hyundai Elevators Moving 
Technologies Ltd, which will make elevators, 
escalators and multi-level automated parking 
systems, has Sulajja's husband Manish 
Motwani as Managing Director. "We aim to be 
among the top five companies (in this space) in 
the next five years. With growth in construc- 
tion, infrastructure and retail, this is an at- 
tractive area for our group,” says Motwani, 
who has worked with Sun Microsystems in 
the us and in India, after which he had set up a 
computer monitor-manufacturing unit. 

The days when Kinetic scooters were com- 
mon on Indian roads are still fresh in Sulajja's 
mind, and even if she won't make scooters, 
she's keen to ride on the equity and recall of the 
brand. "Kinetic is a respected and well-recog- 
nised brand across big and small towns of 
India. We aim to leverage the basic values 
and heritage of the brand such as innovation, 
technology, convenience and modernity... We 
will develop a bouquet of products that offer 
these values." she says. The vision for the 
brand stays the same as it was when the group 
made scooters—a Kinetic in every home. Power back-ups 
such as generators and invertors, as well as the area of home 
automation, are businesses that the group is eyeing. "We 
will launch at least one product in 2010," adds Sulajja. 

For the Firodias, the past decade has been a challeng- 
it's been a time to rebuild, restructure, and re- 





ing one 
strategise. Amongst those challenges are some high- 
growth opportunities that the group has zeroed in on. 
The group has been no stranger to adversity, right from the 
time the Luna lost its relevance, to the time Honda exited 
its scooters joint venture. This time around, the Firodias 
appear to have a fine balance of activities and have put their 
eggs in high-growth sectors. The years ahead will reveal 
whether the Kinetic Group is successful in vet another 
transformation. © 
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Riding Pillion 


The Firodias see more value with 
M&M at the throttle. 





ell Sulajja Firodia Motwani that she sold the 

Kinetic two-wheeler business to the 

Mahindras, and she's likely to greet you with 
a gentle rap on the knuckles. Kinetic Motor 
Company Ltd and Mahindra & Mahindra (M&M) 
have set up a new company-called Mahindra Two 
Wheelers Ltd-in which Kinetic Motor has a 20 per 
cent stake and M&M 80 per cent. "So we continue 
to be in this segment through our alliance," says 
Sulajja, Managing Director of Kinetic Motor. 
Whether an alliance 


Mahindra Two Wheelers, in which or an acquisition, the 
Anand Mahindra's M&M has an 80 per 

cent stake and KMCL 20 per cent facts are that M&M 
makes 125 cc power scooters bought the assets of 





what used to be Kinetic 
Motor's two-wheeler 
activities for Rs 110 
crore and, as Sulajja 
puts it: "The bet here is 
that 20 per cent owner- 
ship in the Mahindra 
Kinetic alliance, which 
will be an end-to-end 
player in two-wheelers, 
will generate more 
value at a lower risk 
than a 100 per cent 
ownership of gearless- 
scooters-only business. 
| think it will pay off." 
An added benefit for 
flagship Kinetic 
Engineering Ltd is that 
it gets another customer to supply parts to. 

Mahindra Two Wheelers has three products in 
the market: The Rodeo, the Duro and Flyte (from 
the Kinetic Motor stable), all powered by 125 cc 
engines. At the time of launch, Anoop Mathur, 
President (Two-Wheeler Sector), M&M, had said 
that Rodeo and Duro have created a new market 
segment for power scooters (most of the competi- 
tion in the gearless scooters market is 100 cc), and 
that he hopes to reach a cumulative volume of 1 
lakh units in 12-18 months. An average of some 1.5 
lakh scooters and scooterettes sell every month in 
India. The market has grown by 17.87 per cent 
April-December 2009, as per data from Society of 
Indian Automobile Manufacturers. 
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betapharm 


Dr Reddy's Labs has learnt plenty from a global acquisition 
that went spectacularly awry. Just one of those lessons: 
Build depth before breadth. £. kumar SHARMA 


ebruary 16, 2006; Dr Wolfgang Niedermaier, 

CEO 0f betapharm Arzneimittel GmbH, 

Germany's fourth-largest generics company, 

is ecstatic. The Hyderabad-headquartered 

Dr Reddy's Laboratories has paid around 
Ks 2,550 crore to buy out betapharm, making it the largest 
overseas acquisition by an Indian pharma company. “We 
lit into Dr Reddy’s like a piece in a jigsaw puzzle,” beams the 
good doctor, in a chat with sr two months after the acq- 
uisition is announced. 


betapharm facility 
in Germany 
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WHAT WENT WRONG IN GERMANY... 


e Government ushered in dramatic reforms in healthcare 
just a year after Dr Reddy's acquired betapharm. 


e Virtually overnight, an attractive branded generics market 
changed into a commoditised tender-driven business. 


e Dr Reddy's hurtied into the red in 2008-09 because 
of huge write-downs in its books. 


@ betapharm's operations scaled down from sales of 
€150 million in 2008-09 to €100 million this year. 
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Little did Niedermaier, who has 
since left the company, realise that 
what was to unfold was the puzzle itself. 


„ AND HOW DR REDDY'S IS" 
ATTEMPTING TO STEADY THE SHIP. 


Dr Reddy's. is confident that "we think 
it has reached a bottom as the sales of 
betapharm this vear are expected at 


Just a vear after the acquisition, the € Changed betapharm's business model €100 million (as against €1 50 million in 
German healthcare market changed I m the previous year); so a carrying value of 


almost overnight. Drug prices came 
crashing down as the German govern- 


€ Cost structure is leaner today-35% 


€90 million justifies the scale at which 
we are operating there." A Mumbai- 





ment took to healthcare sector reforms. of products (by value) transferred based analyst, who has tracked the com- 
turning the once attractive branded to India (with scope to transfer pany for years, agrees: "betapharm will 
generics market into a predominantly another 20%). no more cause ulcers for Dr Reddy s." 

commoditised, tender-driven business. — & Workforce downsized from 400 to 80. The company knows a thing or two 
Result: The carrying value (the fair value about treating ulcers—it's made a small 
in accounting terms for the operations) € Focus sharply on just five global fortune by knocking off the generic ver- 
of betapharm is down to €90 million markets (including Germany) apart sion of the best-selling anti-ulcer drug, 
from the acquisition cost of €480 million from presence in around 10 others, Zantac. But it’s not just bet apharm 

as against over 30 earlier. 


after four rounds of impairments in its 
books. The Indian company, for its part, 
has been feeling the pain of the buyout-gone-bad—it went 
into the red in 2008-09, thanks to huge write-downs 
because of betapharm. This is essentially due to a non-cash 
charge in the books because of loss in betapharm's value. 

To ensure it is viable, Dr Reddy's brass has been work- 
ing on betapharm's cost structure—our years after the acq- 
uisition, 35 per cent of betapharm's products (by value) have 
been transferred to India, and the workforce downsized 
from 400 at the peak to around 80 today. At the same time, 
the German major's business model has been modified to 
make it more attuned to winning tenders. 

But making betapharm—and, therefore, Dr Reddy's— 
work is going to be a long haul. "I don't think we have 
dealt with betapharm. What we have dealt with is writing 
down the value of betapharm, and we 
have cut costs," says G.V. Prasad. Vice 
Chairman & ceo, Dr Reddy's Labs, 
adding: "We have not grown but shrunk 
the business." Prasad is clear what needs 
to be done: Turn around betapharm, 
"convert it into a growth engine and 
create value out of it. It is still an un- 
finished task and will take another 2-3 
years," he adds. It is. perhaps. because of 
uncertainties like these that there are rep- 
orts that big MNcs like Glaxo and Pfizer 
could be eyeing a stake in Dr Reddy's. 

The €90 million question today. 
however, is how much lower can 
betapharm's value go? Umang Vohra, 
the 38-year-old Senior vp & cro of 





that’s a source of heartburn for the 
Dr Anji Reddy-founded, innovation- 
focussed drug major. us operations have been plagued 
with product recalls, and audits by the us Food & Drug 
Administration have impacted production schedules. That 
explains why revenues for the third quarter of 2009-10, at 
$37 3 million, were 6 per cent lower than a year ago. and the 
consolidated bottom-line was in the red to the tune of Rs 522 
crore. For a company that's committed to becoming a 
$ 3-billion entity by 201 3—nearly double its revenues for 
2008-09—the current setbacks are not encouraging. 

To be sure, Dr Reddy's future hangs not just on 
betapharm's fate but going beyond it to build a solid base for 
operations in key global markets. And it's here that learn- 
ings from the betapharm experience will stand the company 
in good stead. For instance, like Germany, a number of over- 
seas markets are getting price-regulated, 
and Prasad's shift in strategy. to go 
after government tenders, will come 
handy in such countries, too. 

Consider Russia, for instance, 
where the government has been talk- 
ing of imposing some form of price 
control. For Dr Reddy's. clearly. the 
worry is whether its Russian opera- 
tions—which along with the cis Region 
account for some 1 3 per cent of sales— 
will also go the betapharm way. "Given 
our experience in Germany, we think 
we are better prepared to catch early 
signs and act quickly," says Vohra, 
although he does not think Russia is 
another Germany in the making. 
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“We have written down the value of betapharm and cut costs. Now 
the challenge is to turn it around. It is still an unfinished task and 
will take another 2-3 years” GV. PRASAD, Vice Chairman & CEO, Dr Reddy's Labs 
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a portfolio that matches 


That's because, adds Vohra, Russia imports a lot of medicines 
and 40 per cent of the total Russian market is over-the- 
counter (Orc), Another big opportunity there is biosmilars 
(newer versions or generic equivalents of biopharmaceutical 
products whose patents have expired). Both orc and biosim- 
ilars would not come under the purview of price control. 
That's why Prasad has, in fact, shortlisted Russia and 
the cis amongst the company's five key markets. His mantra 
today is "build depth before breadth”. The other markets it 
will focus sharply on are the vs, Europe (mainly Germany 


and the vk), and India. Till 2008, Dr Reddy's had spread itself 


thin across as many as over 30 markets, including such 
countries as Trinidad & Tobago and Haiti. Today. that 
number is down by half. and will go down further. 

For each of its key markets. Dr Reddy's has worked 


out a different strategy. For instance, in the markets of 


the vs and Europe. the company will focus on generics 
that are either difficult to make or in which competition is 
limited. For Russia, it will be orc and biosimilars. And in 
India, the game plan is to move into rural markets and 
aggressively launch products. 

But then, analysts point out, Dr Reddy's isn't the only 
Indian pharma firm following such a strategy of tapping niche 
opportunities. Lupin, for instance. is targeting the less-com- 
petitive oral contraceptive market in the vs, which is worth 
close to $4 billion. What's more, Lupin has built a significant 
presence in Japan. the world's second-largest pharma mar- 
ket, where the government has introduced reforms to inc- 
rease consumption of cheaper generics. Analysts at Angel 
Broking reckon that makes Japan “a high-growth market”, 

Yet, there's little doubt that margins are going to be 
under pressure for Indian pharma as more and more coun- 
tries follow the European model of price control. Says 
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leveraging 
the needs of the rural market. 


Prasad: “We need to have globally-competitive costs, for 
which the whole company must be oriented towards com- 
peting in commodity markets with a low-cost structure and 
a frugal work culture.” That, adds, Prasad, is one reason why 
the company's discovery and research operations in Atlanta, 
Us, got the axe. “But that does not mean that we have 
given up on research,” he says. The company still does 
innovation and drug discovery work at its facilities in 
Bangalore and Hyderabad. 

Indeed, Dr Reddy's is one of the pioneers in drug dis- 
covery in India. However, the results are still not propor- 
tionate to the effort. The fear is that those efforts will now be 
compromised at the altar of cost-rationalisation. Prasad dis- 
misses such speculation. "We have only restructured our 
research to spend more money on programmes and projects 
and less on overheads, which means our commitment to 
NCES (new chemical entities) has only increased." 

Yet, the fact is that the pipeline of Næs has withered from 
6-7 molecules a few years ago to just three now. The com- 
pany's defence is that rigorous measures were applied to 
evaluate the molecules. And Prasad loves to point out 
that Dr Reddy's is still the only company in India with a 
phase III asset (Balaglitazone, Dr Reddy's anti-diabetic NcE 
candidate). Dr Reddy's is also widening its scope beyond xces 
to "differentiated formulations", where improvements are 
made in existing products. The probability of success here 
is higher although returns in absolute terms won't be as 
huge as if an Nc: gets to market. Clearly, as margins come 
under pressure with increasing competition and govern- 
ments attempting to restrain prices, Dr Reddy's best bet to 
come from behind and reclaim its pride of place in Indian — 
and, perhaps, even Big—Pharma is to make its research and 
discovery efforts pay off. © 
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Saint-Gobain Gyproc with its global expertise and knowledge of construction products offers world class solutions for ceilings and walls. Through a 
state-of-the-art Gyproc Solution Centre it provides architectural design support, systems engineering, performance warranties, training and on-site 
technical support. This is well supported with 4 manufacturing facilities, 3 drywall academies and a service network spread across the length and 
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framework and finishing products. 


For more details: Call us at +91 22 4021 2121 or email us at: gyprocindia 9 saint-gobain.com or visit us at: www.saint-gobaingyproc.in 


Harvest Communications 


uture 
uction 


Saint-Gobain Gyproc is about the future of construction. Construction that pushes your 








imagination. Showcased — The Monster Worldwide Office, Prague, Czech Republic, a complex 


architectural design created by integrating Gyproc's high performance products. 


erffí Tre 
SAINT-GOBAIN 


| GYPROC 
Gyproc's Eco-friendly products deliver on: 


000900 





Ó 


aai kwa ee — Mec — Sea NORIA Formerly India Gypsum Limited 





AGRIBUSINESS-RABOBANK 















t was early 2008, and Dr K.R.K Reddy, 
the Founder and Chief Executive of Sri 
Biotech. was wondering how he could 
ramp up his practically one-man show. 
| Growth was strong and rapid, but the 
| company needed some funds urgently. 


— tl 


And it seemed to him that capital mar- 
| ket was his best bet. 

But, even as he hired an investment bank and 
» red herring prospectus was being drafted, he 
ned to meet Rajesh Srivastava of Rabobank, 


f 
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S tarting it the: peak ofAfie. global financial 
cris India's first agribusiness fund has done 


some smart deal adil the food business. 
SHALINIS. wen 
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who was just firming up plans to set up India's 
first agribusiness fund. "My banker of course 
advised me against the meeting, saying that 
they will try and distract us from our rro," re- 
counts Reddy. But Reddy decided to go ahead be- 
cause Rabo is well known in agriculture. 
"Then. of course, these people successfully 
trapped us," says Reddy —gleefully. Following the 
first meeting, there was a flurry of activity. "We 
were very serious about the Po, and had already 
spent Rs 50-60 lakh on the preparations, re- 


RABO'S INVESTMENTS IN THE PAST YEAR 


COMPANY AMOUNT % MONTH  AREAOF BUSINESS 
(RSCR) STAKE 2009 


SriBiotech 48 32.5 Mar. Organic agri-inputs 
GeePee Agri 30 26 Oct. Edible oils, mainly soya 
LT Foods 25 147 Nov. Rice processor, exporter 
Daawat Foods 26 29.5 Dec. Branded basmati rice 
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"The intention is to make 10-12 investments in different 
sectors, so that there is a beautiful ring of companies who 
feed into each other” Rajesh Srivastava, Chairman & MD, Rabo Equity Advisors 


calls Reddy. “But after those meetings we decided working 
with Rabo would be a better option and then we waited for 
the launch of the fund. Of course, they did not know that we 
were waiting,” he says. 

Then, later that year, the financial markets collapsed. 
Anxiety coursed through Reddy: Will the fund actually be 
launched? For Srivastava, that was a no-brainer: the 
strength of the investors precluded such fears. (See Rabo's 
India Agri Business Fund.) 

A couple of other private equity funds were also 
chasing Reddy, but he signed an exclusive term sheet 
with Rabo in August 2008. “Somehow there was a 
comfort. With other funds it was just commercial terms,” 
says Reddy. 

That is a refrain one hears of Rabo 
Equity from other companies in which it 
has invested. According to Srivastava, 
now Chairman and Managing Director, 
Rabo Equity Advisors, this comfort stems 
from Rabobank's deep knowledge of 
agriculture and the food space, and a 
worldwide network of expertise. 

In March 2009, the Sri Biotech en- 
gagement turned into a full-fledged—and 
the first —investment for Rabo's fund. For 
Rs 48-crore-odd, Rabo Equity bought 
32.5 per cent in Sri Biotech. Since then, Dr 
Reddy's one-man show has been trans- 
formed: it now has a second line of lead- 
ership. some 30-odd key employees in- 
cluding a cro, a marketing head and a re- 
search head. Former Rallis Mp Vijay Rai 
and former ConAgra President Utpal Sengupta have joined 
as independent directors on the board. 

Sri Biotech aims to invest Rs 100 crore over the next 
couple of years in infrastructure, and research and 
development, and diversify into crop protection and 
remediation products. 

Srivastava is clear that, in operations, it is Reddy's 
word that prevails. "Operations are his forte. He is a scientist 
of repute who has built a very strong foundation for the 
company,” says Srivastava before adding "we never ever 
have had our way easily with him." 

It is not a gripe though. Srivastava actually looks out for 
the "tough cookies" in the promoters that he backs. The 
father-son duo of M.K. Mansingka and Maneesh Mansingka 
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Rabo's 
Investors 


Rabobank IFC DEG FMO CDC 
Capvent has committed another $20 million 


of GeePee Agri are also from the same mould. Rabo Equity 
acquired a 26 per cent stake in the soya processing company 
for roughly Rs 30 crore. Again, the Mansingkas, despite the 
presence of other funding options, chose Rabo, because— 
as Maneesh puts it —"we felt we could co-exist.” 

The two Mansingkas had known Rabo and Rajesh for 
quite a few years. In fact, during the previous downturn in 
2000-01. they had negotiated a tricky debt repayment 
schedule in a very pragmatic way. "That ease is difficult to 
monetise. Also I would have had to expend a lot of lung 
power in explaining our sector to some of the other 
investors," adds Maneesh Mansingka, who is the third 
generation of the family in edible oils. 

For Rabo, too, the Mansingkas were a relatively easy call 
to make. "They had sustained successful 
relationships with multinationals such 
as Bunge and Nobel. Edible oils, though a 
tough business, is a defensive play for us in 
our portfolio," says Srivastava. Moreover. 
there is scope for brand building in the 
GeePee business, which is where Rabo 
hopes to lend its skills. 

Targeting a topline of Rs 2,000-2,500 
crore over the next couple of years, GeePee 
is planning a capex of Rs 75 crore in the 
next 12 months. It is also hoping to move 
into cottonseed and sunflower oil. 

Rabo's remaining two investments 
came from a single promoter family— 
the four Arora brothers, who own the 
listed company LT Foods and its subsidiary, 
Daawat Foods. Rabo Equity invested in 
both the companies. The group. mainly a basmati rice- 
focussed company, exports to over 40 countries. With 
the Rabo association it is now looking at diversification into 
rice-based snacks and increased focus on brands. 

If the portfolio of basmati rice, soya oil and agri-inputs 
sounds too diverse, then that is the intent, according to 
Srivastava. And the investments will then form a symbiotic 
tie with each other. "The intention is to make 10-12 
investments in diflerent sectors, so that there is a beautiful 
ring of companies who feed into each other," he says of the 
investment strategy. Naturally then, more action is up 
ahead. Each of Rabo's bets offers "growth and expansion 
with add ons,” according to Srivastava. 

As Rabo's investment record shows, there seems to 
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AGRIBUSINESS-RABOBANK 


"We decided working 


with Rabo would be a 


better option and then we waited for the launch of the fund" 


K.R.K Reddy, Founder and Chief Executive, Sri Biotech 


be no dearth of opportunities. 
Srivastava agrees that the deal 
pipeline looks rich. 

And there is plenty to in- 
vest. A $20-million (Rs 920- 
crore) greenshoe option for the 
fund was exercised recently by 
the Swiss fund Capvent. If the 
pace of investment continues, 
Srivastava will raise a second 
fund by 2010-end. There is 
already talk of an investment 
in Gautam Thapar's gherkin 
exporting company, Global 
Green, plus deals in packaging 
industry or tea industry. Some of 
these may fructify soon. 

While there are many 
private equity funds who are 
investing in agri-related busi- 
nesses, most do one deal or so, 
and none is focussed on this 
sector the way Rabo is. Plus, 


the investors in Rabo's fund are all institution builders 
the International Finance Corporation, 
Washington, development banks prc of Germany and rMo 





themselves 


or The Netherlands. 

What has worked in Srivastava's 
favour is that the capital markets and 
the traditional funding channels dried 
up during the time he was out in the 
market scouting for deals. However, as 
most of his investee companies say, 
they opt for Rabo not because of the 
money. “It is the know-how.” The Rabo 
pedigree is an unbeatable advantage 
for the size of the companies that he is 
looking at. And it opens many doors 
for them globally, 

That apart, the Rabo money comes 
with many strings attached. Corporate 
governance structures are a must as 
with any PE fund. Added to that is strict 
compliance on environment, health 
and safety (EHS) grounds. “Typically no 
company satisfies 100 per cent the EHS 
standards that we need when we enter. 
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@ Total size of the fund: $100 million 
plus greenshoe option of $20 
million which Capvent has already 
exercised. Total: $120 million. 


@ Main Investors: Rabobank 
(lead investor with 30%), 
IFC, FMO, DEG, CDC. 





€ Funds used till February 
2010: $35 million. 


€ Desired investment arena: 
Agri-biotech, rice, edible oils, 
vegetables, food packaging, 


beverages, dairy, poultry, 
agri-infrastructure. 


€ Fund's USP: Sector-specific 
domain knowledge with enormous 
network of relationships. 





But we take commitments 
from them that they would 
change, which we monitor," 
Srivastava says. 

That can be quite a 
headache. But headaches can 
be cured by returns of 20 per 
cent—the usual for investments 
such as the one made by 
Rabo—even though returns 
may come four-five years after 
the first investment. 

Srivastava, 52, himself 





comes with many 'roots' in 
agribusiness not just from his 
1 2 vears at Rabo but also from 
an equal time in Bank of 
Baroda. Those stints along with 
a brief tenure at Lazard, make it 
easy for him to draw links from 
the farm to the markets. 
Maybe, as Srivastava says, 
the Rabo's India Agri Business 


Fund will show promoters and the market at large how "to 
make sustainable and 'good' money in Indian 
agri-business." Good in his lingo means money made 


through good practices. Mid-market 
food and agri companies can have 
superior management, value chain 
integration, practices, business vision 
and growth prospects 

Ashok Gulati, Director in Asia, 
IFPRI, says of Rabo's role: "I think it is a 
very healthy development... Rabo's 
equity fund will help expansion and 
innovation in these companies." 

He is all for such fund infusions in 
India's agri-value chains, which are 
very fragmented and weak. 

Gulati notes that since Rabo is 
investing in equity, it will involve 
itself deeply and bring its global expo- 
sure and contacts to bear. "By sitting on 
the Boards of these companies, they 
will help these companies to lav hands 
on latest technologies and top-end 
markets," he says. © 
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ENERGY-OFF GRID POWER 


Tiny, stand-alone 
power plants are 


powering villagecafte 
village in. India with, ™ 


rural folk willing 
pay what it takes: 
assured electricity. 
K.R. BALASUBRAMANYAM 
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EX he year: 2004. The 


: a aa 


ties * movie: Swades (Hindi 
nea for homeland). Shah 
In Rukh Khan is play- 
T. ing the character of 
tav 


Mohan Bhargava, a 
non-resident Indian space scientist in 
the us. On a trip to meet his grand- 
mother in India, Bhargava is appalled 
by the living conditions in her village, 
Charanpur, set in the plains near a 
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river. The crowning moment, three 
hours into the film, for Bhargava is 
when he builds a reservoir across a 
stream to run a small turbine that 
generates enough electricity to light 
bulbs in the forgotten village. 

The Khan-starrer was not a 
blockbuster, but had quite successfully 
highlighted how effective such mi- 
cro initiatives can turn out to be. 
Today, there are several Charanpurs 





cropping up across India, as start- 
ups. NGOS, villager groups and, even, 
large companies turn to standalone 
power plants to light up villages that 
are either not connected to an elec- 
tricity grid or have not-functioning 
power lines running through them. 

Less than a year after Swades hit 
the screens, NTPC, India's largest power 
generating utility, commissioned a 
10 kilowatt (kw) biomass plant at 
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Jemara, a small village in central 
Chhattisgarh, lighting up 100 house- 
holds there. In the five years since 
then, lighting up remote villages 
without access to grid power has be- 
come a big part of NTFC's corporate so- 
cial responsibility programme. The 
utility has set up 11 projects with a 
cumulative capacity of 231 kw and 
covering about 1,780 village homes. 
Five more projects with a combined 





What an idea, sir! Husk Power's 
Pandey has hit upon a novel wa 
to generate power from rice hu 





Bo 


capacity of 1 10 kw are poised to go 
on stream in the next 12 months. 
(Roughly, 1 kw can run five homes, 
each with three 40 Watt bulbs and 
one fan or TV running.) 

The NrPc off-grid systems help 
run flour mills, hullers, oil pressing or 
extraction machines and irrigation 
pump sets during the day and lighting 
in the evening hours. NrPC's "small 
units have brought about transfor- 
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OFF-GRID GENERATION 
THE LEADERS 


«Husk Power Systems 
NO. OF PLANTS: 23 
VILLAGES COVERED: 50 plus 
CUMULATIVE CAPACITY: 759 Kw 
NO. OF HOUSEHOLDS BENEFITED: 9,000 
STATE: Bihar 
PROJECTS IN OFFING: 28 


Source: Company 


NTPC 


NO. OF PLANTS: f] 

VILLAGES COVERED: T1 

CUMULATIVE CAPACITY: 230.5 Kw 

NO. OF HOUSEHOLDS BENEFITED: 1,778 
STATES: UP, Chhattisgarh, Rajasthan 
PROJECTS IN OFFING: 5 


Source: Company 








NTPC's biomass plant in Uchlenga, 
Chhattisgarh 


mational socio-economic change in 
villages," savs the utility's Chairman 
and Managing Director R.S. Sharma. 
Two critical reasons for their su« 
cess, he adds, are local participation 
and easy availability of raw material 
or feedstock. 

Off-grid projects are not a new 
concept. The earliest reported exam- 
ple was in 2002: Bilgaon in northern 
Maharashtra, home to a micro-hydel 
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ENERGY-OFF GRID POWER 


There's Mht in their lives: 
eigo lighting 
up villages inremote parts 





initiative by adding one project after 
another and, today, has nearly 25 
times that capacity covering at least 
50 villages. Its over 9,000 customers 
include households and businesses. 

The company, funded by the MNRE, 
Shell Foundation, among others, 
charges a household a minimum of 
Rs 80 a month for six to seven hours of 
daily supply for two cri. lamps. 
Businesses in market places pay as 
high as Rs 1,500 a month for 1 2 hours 
of supply and run their rv and freezers 
in addition to lighting. "We provide 
discounts in fee for consumers who 
use more,” says Pandey, an electrical 
engineer with a background in the 


SOME PROJECTS THAT ARE WORKING SUCCESSFULLY semiconductor industry and now 
Chairman & cro of Husk Power. 

DEVELOPER PLACE CAPACITY HOUSEHOLDS COMMISSIONED ON Customers root lor the company- 

supplied electricity. Take 

Husk Power ^ Bhuidharwa, Bihar 33 KW 480 Nov. 2009 V.P. Singh Yadav, a medical com- 

Husk Power Dhanaha, Bihar | 33KW 400 . April 2008 | pounder who runs a clinic offering 

Husk Power Madhubani, Bihar 33 KW 500 Jan. 2009 treatments for ailments such as fever, 

Husk Power Turkaulia, Bihar 33 KW 270 Dec. 2009 cough, stomach disorder and even 

NTPC | Dhumadand, MP 10 KW 42. Dec. 2009 eye infections in Tamkuha. After 

| | electricity came to his village over a 

- | ey or — | - — year ago, Yadav says, lile has 

NTPC UP 35 KW 405 March 2008 changed. "People come to my clinic as 


project. They have been promoted 
by the Ministry of New & Renewable 
Energy (MNRE) for about two decades 
now. MNRE's capital incentives are 
yet to make a big bang impact where 
it really hurts India and its people— 
about 50,000 villages have no elec- 
tricity. At the same time, for many 
years, off-grid or distributed genera- 
tion projects were not popular largely 
due to lack of awareness, say experts, 
predicting this could change in the 
coming years. As NTPC's projects 
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gained velocity, other projects are 
sprouting: an initiative in Bihar by 
four entrepreneurs is leading to a raft 
of off-grid power plants there. 

Husk Power Systems, the brain- 
child of two childhood buddies— 
Gyanesh Pandey and Ratnesh 
Kumar, both 32—created a kind of a 
sensation at Tamkuha village in West 
Champaran district in August 2007 
when it commissioned a 33 KW 
plant fired by rice husk. In the months 
that followed, the firm repeated the 
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late as midnight, you can walk 
around with less fear, you don't see 
teenagers loafing around, children 
are studying in the evening... this 
place will change by the time the 
next generation comes up,” he says, 
with a tinge of regret that his children 
(the youngest is appearing for Class X 
exams this year) missed the days of 
electricity in his village. Yadav pavs 
Husk Power Rs 160 a month to run 
two bulbs. a fan and a TV for about 
6.5 hours a day. 

Husk Power. operationally prof- 
itable, is reinvesting returns on new 
projects: 28 more are taking shape. 
Pandey says the firm's secret sauce 
lies in using rice husk—bought at 
less than Rs 100 a quintal—as a 
feedstock in custom-tweaked gasifiers 
(machinery in which material rang- 
ing from bio-waste to wood chips is 
burnt with controlled infusion of 
oxygen to produce gas that can then 
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From in-house design and engineering 
capability to execution of balance of plant and 
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ENERGY-OFF GRID POWER 


be fired to run turbines). He and his 
team had worked for a couple of 
years with organic solar cells as also 
generators powered by jatropa and 
bagasse before deciding on rice husk 
as the feedstock. 

"Our plants are quite unique; they 
use 100 per cent rice husk in small 
gasifiers. We provide the lowest 
amount of power ( 30 w minimum) to 
consumers, and our installation costs 
are one of the lowest," says Pandey. 
Bihar makes business sense for Husk 
Power—the state has a peak elec- 
tricity shortage of 34 per cent, the 
highest among Indian states. 

In neighbouring Uttar Pradesh, a 
similar initiative has met with success. 
Rampura village in the Bundelkhand 
region symbolised backwardness in its 
most stark shape: a bundle of illiteracy 
and poverty, wrought by unfailing 
drought. In January 2009, Scatec 
Solar, a Norwegian company, com- 
missioned a 8.7 Kw solar power sta- 
tion that charges batteries powering 
some 400 homes for about five hours 
daily through a micro grid of one 
kilometre in length. 

"This is a demonstration proj- 
ect from our end, and it's fully man- 
aged by the local community mem- 
bers starting from operation to billing 
and collections. The households not 
only have cri lamps but also televi- 
sion sets," says Amitabh Verma, 
Vice President (Technology). Scatec 
Solar. crt. or compact fluorescent 
lamps that consume as less as one- 
sixth electricity compared to 
conventional bulbs. 

The success of off-grid ventures 
highlights the willingness of villagers 
to pay top dollar for electricity. While 
an urban consumer pays about 
Rs 4.50 a unit in Karnataka, users of 
off-grid power pay anywhere 
between Rs 6 and Rs 12 a unit de- 
pending on usage. Off-grid power 
costs more because they lack ad- 
vantages of scale. 

Buoyed by recent trends, MNRE is 
targeting 2,000 ww capacity from 
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Tamkuha 

peveroper: Husk Power Systems 
Pace West Champaran, Bihar 
CAPACITY: 33 KW 

commissionen on: August, 2007 
source: Paddy husk 

suppLy: 6-7 hours daily 

provect cost: Under Rs 50 per Watt 
HOUSEHOLDS BENEFITED: 400 plus 
WHAT CONSUMERS PAY: RS 40-45 for 
15 Watt a month 


source: Biomass (woody) 
suPPLv: 6-8 hours daily 

PROJECT cost: RS 25 lakh 

HOUSED HOLDS BENEFITED: 134 houses 


WHAT CONSUMERS PAY: Rs 30 per month 
or 30 kg of woody bio-mass 


Suzlon's Corporate Complex 
Pace: Pune, Maharashtra 

INSTALLED BY: Unitron Energy Systems 
source: Wind-solar hybrid system 
capacity: 155 kw (100 kw wind + 

55 kw solar) 


commissioneD in: August 2009 

PROJECT cost: RS 3.2 crore 

power supty: 8-10 hrs a day to corporate 
office with auto switch grid 

MONTHLY GENERATION: 16,000-18,000 KWH 


peveoper: Scatec Solar 

pace: Jhansi, Uttar Pradesh 
COMMISSIONED ON: January, 2009 
source: Solar 

suppcy: 5 hours daily 

provect cost: RS 50 lakh 

HOUSEHOLDS BENEFITED: 400 plus 

WHAT CONSUMERS PAY: Rs 30 per month 


Source: Companies 
micro projects over the next 12 years 
under its National Solar Mission, 
which was kicked off on January 11. 
In the short term, until 2013, the 
target is 200 Mw, and the govern- 


ment thinks solar energy applica- 
tions are cost-effective where grid 
penetration is not feasible. "We are in 
the process of making a paradigm 
shift from supply driven delivery 
model to entrepreneurial based busi- 
ness model to draw investors to niche 
areas of energy,” says Gauri Singh, 
Joint Secretary in the Ministry. 

The Ministry meets between 30 
and 90 per cent of a project's cost 
depending on the technology sug- 
gested and the location. "We have 
a huge gap between demand and 
supply of electricity, and entrepre- 
neurs can tap this market of 
unmet demand by investing in off- 
grid units," adds Singh. 

That opportunity becomes huge, 
especially if seen as a means to sup- 
plement grid power, clarifies K.P. 
Sukumaran, National Project 
Manager of United Nations 
Development Programme Project 
on Access to Clean Energy. “Off- 
grid power is promoted not as a 
replacement for grid power but to 
supplement it in places where grid 
power cannot meet the demand," 
he says. 

An example is wind turbine 
maker Suzlon's corporate complex 
in Pune, where a 155 kw wind-solar 
hybrid system supplies electricity for 
about eight hours daily with the abil- 
ity to automatically switch over to 
grid power. "This is perhaps the 
biggest hybrid system in the coun- 
try consisting of 20 wind generators 
of 5.1 kw rating with roof-top pho- 
tovoltaic panels of 55 kw. This will 
meet 8-10 per cent energy require- 
ment of the Suzlon campus," says 
P. Ravindranath, Director (Product 
Engineering), Unitron Energy 
Systems, which set up the wind-solar 
hybrid unit. 

Instances of such uptake may be 
what will make off-grid power a wide- 
spread reality in India and end up 
lighting up thousands of Indian 
villages. Like Bhargava's Charanpur 
in Swades. © 
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NEC GIVES THE PENINSULA 
SHANGHAI WHAT IT NEEDS - 
SEAMLESS SERVICE. 


The newly opened Peninsula Shanghai has everything 
a world-class hotel needs to differentiate its property: 
extraordinary service, five-star dining and Unified 
Communications from NEC. With a fully-converged voice 
and data wireless LAN throughout 99.996 of the hotel, 
over 200 guest service staff on the move are connected 


to applications that enable immediate responses to — 


-. "i 
guest requests. Says Shane Izaks, "We make s re th to 6M. Shane Izaks 
our guests are well looked after and all their need: General Manager, IT 
ECC 
taken care of, thanks to NEC” E 
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SPECIAL-BOTTOM OF THE PYRAMID 


E. KUMAR SHARMA 


's a damning statistic Shining India will 
cringe at. Over 1,000 children under five 
die of diarrhoea every day in India. Every 
day. In effect, a number greater than 
every child you know. Think about it. 


The numbers are better today than a couple of 


decades ago, but at its most basic the grim-reaper- 
datum comes from the inability of a producer to 
sustainably meet the needs of a consumer, or citizen 
in this instance. Multiple producers, really: Vaccine 
makers, sanitation providers, clean water merchants, 
oral salt companies and, even educators. 

Diarrhoea is just one example; the missing pro- 
ducer is a common theme across a spectrum of prod- 
ucts and services. Such economic actors, if you will, 
exist in settings that are relatively prosperous (read: 
cities) but fail to deliver in less wealthy settings. 
Reason: most business models today do not meet 


affordability (demand-side) and cost (supply-side) 


RICHES 


FROM 


metrics in villages and deep, interior markets. 
Companies traditionally structured around a 
bunch of shareholders, for example, will almost 
surely get a better return on their investment juicing 
out existing consumers better. So, Parle finds it more 
profitable introducing a new variant of its Bisleri- 
branded bottled water than, say, set up a string of com- 
munity water plants or sachet-packed water—which 
have several times the demand but are tough business 
or delivery models to crack. Such instances abound. 
Eventually, as the markets they are comfortable 
with (India’s top 200 cities and towns) saturate, pro- 
ducers will increasingly move to the interiors but 
there are—as the following cight pages in this special 
feature on for-profit businesses with social impact 
tell vou—models emerging that show how producers, 


including governments, can crack the intersect of 
affordability and cost. And, make profits. 

Mobile telephony, for one, says Ashish 
Karamchandani, a Partner at consultancy firm 
Monitor Group and Founder of Monitor Inclusive 
Markets, in the scale that India has today (500 million 
connections) came about only because sub-Rs 1,000 
phones became widely available in the country. “The 
phone service was there but the cheap phone was the 
innovation that allowed a large number of 
consumers" to enter the market, he says. 

Using this example of what affordability can do 
to a market, Karamchandani drives home hon 
group-owned facilities with a no-frills offering and 
a pay-per-use approach can be silver-bullets in 
opening up new businesses. An example of this ap- 
proach is Neurosynaptic Communications (Page 
124), which finds itself changing into a wide 
telemedicine platform spread over states as more and 


more remote medicine centres adopt its device. Or, 
the ambitious MokshaYug Access, which dreams of 
setting up a supply chain deep into the hinterlands 
carrying milk to tomatoes. 

There are other innovations too. Like cancer 
health care specialist HealthCare Global, which 
stretches its spread through a hub-and-spoke model 
or Vaatsalya Hospitals, which tailors its business 
model to suit its target market: Tier | and Tier H towns. 

But, what perhaps stands out is Poorvi 
Enterprises in Hyderabad. In 55 Andhra Pradesh 
villages, its water purification plants are paid for in as 
less as three years when used by local communities. 
It is more likely than not that these villages will not 
lose a child to diarrhoea. © 
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PRABHAKAR RAO 


A. 


SPECIAL-BOTTOM OF THE PYRAMID 


A VIRTUOUS TRICKLE 





A water purifier manufacturer forms an NGO to supply 


clean drinking water at 17 paise a litre in 55 Andhra Pradesh 


villages. This is just the beginning. 


the pyramid come in unlikely 
situations. Pour years after 
running a purified, bottled water busi- 
ness, Kammili Satyanarayana Raju, 





an alum of the Indian Institute of 


Management, Ahmedabad, decided it 
was logical to make machinery that pu- 
rifies water. After all, it was just a series 
of filters to keep out particles with an ul- 
traviolet light source to kill bacteria or 
a reverse osmosis unit thrown in. 

So, in 2004, a few months after 
setting up manufacturing, Hyderabad- 
based Raju approached Byrraju 
Foundation, a philanthropy vehicle 


set up by the business family of 


accounting-scandal-hit Satyam 
Computer Services. One of the activities 
that the foundation wanted to get into 


usiness ideas for the bottom of 


was sale drinking water and Raju, 54 
today, had the expertise. He offered 
"a cost-effective integrated solution 
that made us opt for him," recalls 
Verghese K. Jacob. Chief Integrator, 
Byrraju Foundation. (Raju and 
satyam's tainted founder Ramalinga 
Raju are not related.) 

Today, Raju has dovetailed his 
business and mission. His company, 
Poorvi Enterprises, fabricates drink- 
ing water plants, while an Nco he 
founded in 2007—Center for Water & 
sanitation or cws—partners with other 
NGOS, rural local bodies such as pan- 


chayats and corporates to set up and 
run water plants in villages, setting 
prices within consumer reach as also 
ollering sustainability for the business. 

A consumer pays Rs 60 monthly 
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Poorvi Enterprises and 
Center for Water & 
Sanitation (CWS) 


FOUNDER: K.S. Raju 

The IIM-A alum, after some 
20 years in agrochemicals 
(the last thirteen as an entre- 
preneur), started making 
water purification plants in 
2004. Set up CWS in 2007 and 
Will start Academy of Water & 
Sanitation in March 2010. 


INNOVATION: Control right from 
manufacturing to setting up to 
training staff to running the 
purification plants. 


MODEL: Partnership with NGOs, 
panchayats, corporate for 
part-funding, providing land, 
building and raw water 
connection. 


SCALE: In 55 villages today; 
targeting 500 in five years. 







K.S. Raju: His initiative has 4 
makings of a water empire L o£ 
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SPECIAL-BOTTOM OF THE PYRAMID — 


for a 12-litre can of water a day. A 
typical water treatment plant needs 
to process about 200 cans of water a 


A Bangi 
its hub- 


day to break even and depending on 
the demand, collections vary between 
Rs 6,000 and Rs 25,000 a month. 
After spending on running and main- 
“the surplus is used to 
pay back for the initial investment on 


tenance Costs, 












the plant over a three-to-five year ‘0 
period,” says Raju. EM s 

Raju's initiative has the makings of 
a water empire serving India's poor 
millions, who bear the brunt of wa- 
ter-borne diseases such as diarrhoea. In 
the last two years, he has covered 55 
villages across Andhra Pradesh, Tamil 
Nadu and Karnataka with pilot projects | 
on in Orissa, Madhya Pradesh and : fered int 
West Bengal. fis 


cover 500 villages, 


"In five vears, we will 
" says Raju. 

Even more ambitious efforts, apart 
from Raju's, are under way. Piramal 
Foundation and Piramal Water Private 
Ltd. operate what their ceo Anand 
Shah calls a “market-based franchise 
model'' across 140 villages in 
Rajasthan and Gujarat, supplying wa- 
ter at a monthly charge of Rs 150 for 
20 litres a day with plans to reach 
5.000 villages in three years. 

Raju's edge lies in having manu- 
facturing technologies in-house and 
the ability to set the price of water sus- 
tainably. The other differentiator could 
be a training school he is starting from 
March that will start off with training 
a batch of 10, who could end up as 
water plant operators or owners of the 
A one-week training pro- 
gramme may be expensive at 
Rs 12,000 but Raju's intention is to ap- 


plants. 


proach companies to sponsor them 
and offer funding to set up a water pu- 
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rification plant. 
Such an approach, Raju believes, 
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will create a network of "waterpre- 
neurs" (target: 500 in five vears), whose 


work will benefit villages. Sure, he will 
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benefit, too, with demand for his water 
purification plants climbing but the leg- 
up for public health and economic 


As . 


DEEPAK 


opportunity outweigh such gains. © 
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SPECIAL-BOTTOM OF THE PYRAMID 


HealthCare Global, or ncc, stand out 
among specialist cancer-care peers 
today. Unlike, say, Mumbai's Tata 
Memorial Hospital, ucc follows a 
hub-and-spoke model. Its main pres- 
ence in Bangalore has 17 "spoke" 
treatment centres spread over 
Ranchi (Jharkhand), Siliguri (West 
Bengal), Hubli, Shimoga and Mysore 
(Karnataka), Vijayawada (Andhra 
Pradesh), Cuttack (Orissa), Nashik 
(Maharashtra) and Erode in Tamil 
Nadu. It even has a centre in Dhaka. 

“Cancer care is a prolonged treat- 


ment and this model enables near- 
home treatment to patients,” says 
Dr B.S. Ajai Kumar, ncc's Chairman 
& ceo. With the "spoke" centres 


equipped to handle 80-90 per cent of 


cancer care, including radiation, 
only very complicated cases get re- 
ferred to the Bangalore ‘hub’. The 
scale of operations at these centres is 
also helped with nọ handling back- 
end work such as detailed evaluation 
of patient reports and radiotherapy 
planning. The benefit to the patient: 
He gets to go home while under 


BANKER TO SCHOOLS 


Indian School Finance Company 


gives well-performing 


small schools funds to bulk up. If the model spreads, the 
social impact could be enormous. 


treatment and not have to relocate to 
a new location for a long period. 

With a team of 350 oncologists 
working for it, HCG calls itself a doc- 
tor-driven initiative. Some of its cen- 
tres have oncologists as partners 
with stakes in specially created spvs 
(special purpose vehicles or entities) 
or in other cases some have a direct 
stake in ncc. Out of 350. around 
160 are its partners. 

HCG is targeting revenues of 
Rs 160 crore this fiscal and 
Rs 225 crore for fiscal 2011. 9 


Indian School Finance Co. 


FOUNDER: Gray Ghost Ventures, 
Atlanta, US. 


INNOVATION: Offer schools small 


By providing easy-to-access 
funds at competitive interest rates, 
Indian School Finance Company 


ow do you help a bunch of 
high-performing schools 
expand their footprint to 


loans (average: Rs 12 lakh) 
to expand infrastructure 





reach out to more students? Lend helps schools grow and provide a and enrollments. 

them funds. And, make money at better quality of education to stu- : 
the same time? Welcome to im- dents. If basic lending criteria are MODEL: FOCUS on borrowers with 
pact investing, isFC-style. Its lend- met, isFC infrastructure loans can good senior school results (a 
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ing business with tight focus on 


funding schools in Hyderabad is 


flourishing. 
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be used for computer labs, teacher 
training. furniture and building 
more classrooms—all typically for 


proxy for quality education) and 
the ability to turn new demand 
into healthy cash flows. 


Educational lending: 
ISFC is helping to build and 
raise school infrastructure 
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SPECIAL-BOTTOM OF THE PYR 


small schools that charge monthly 
fees ranging from Rs 250 to Rs 600. 


Thrown in free is a good deal of 


flexibility. Ask Indira Kilaru, 
Founder of "Veda, The School", 
the first borrower from isrc. When 
permission from the state educa- 
tion department to have Veda's 
students directly appear for Class X 
exams got delayed, it had to lower 
its enrollments for the subsequent 
batch. "They stood by me and even 
rescheduled the repayment period 
for my Rs 12 lakh loan from three 
years to four years," says Kilaru. In 
the meantime, the school has 
doubled its classrooms. 

David Kyle, the ceo of isrc, and 
other company officials were not 
available for this story but those 
who have dealt with the lender say 
school borrowers, besides meeting 
credit and collateral requirements 
on average loans of Rs 12 lakh, are 
required to be able to demonstrate 
project management skills needed to 
use and repay borrowed loan capi- 
tal effectively. 
school pass percentages as a proxy 
for quality of a school. If that is 
good, there will be demand for that 
school. If there is demand, adding 
infrastructure will generate cash 
flows to meet debt servicing 
requirements,” says Ashish 
Karamchandani, Founder, Monitor 
Inclusive Markets, and Partner, 
Monitor Group. 

Other experts say isrc is hit- 
ting a sweet spot. “It is a good idea 
to have some way of financing pri- 


“Kyle uses senior 


vate social service because (ISFC 
represents) an intervention in à 
space where the state has fared 
poorly and most mainstream mar- 
ket players are not willing to en- 
ter," says Vijay Mahajan, Founder 
& CEO of BAsiX. Mahajan's words 


could be prophetic—he is one of 


the pioneers of India's micro- 
finance industry, now a multi- 


billion business. © 
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Building supply chains: Moily's 7 


company develops upstream 
market linkages for dairy fa 


supply chain infrastructure that coul 







the biggest such road to rural Indian markets 


and consumers. 


n the California gold rush of the 
1840s, goes the story, the ones 
who made the most money 
were sellers of hovels and sift-pans. 
The hardware merchants could be 
a good proxy for Harsha Moily, 


who, if his business were to tick, 
could rake in the moolah by pro- 
viding access to India's rural con- 


sumers and markets. 


"We are in the business of set- 
ting up the last mile infrastructure, 
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SPECIAL-BOTTOM OF THE PYRAMID 


MokshaYug Access 


FOUNDER: Harsha Moily 


INNOVATION: Rural procurement and 
establishment of micro-infrastruc- 
ture for upstream market linkage. 
MODEL: Instead of the producers 
owning the last-mile infrastructure 
in cooperatives, MYA engages 
directly with farmers by owning it. 


SCALE: Has a footprint across 73 
villages in Kolar district of 
Karnataka. Plans to cover 10,900 
villages servicing 3.3 lakh dairy 
farmers by 2013. 





building relationships and teams in 
rural India that help connect them to 
upstream markets,” says Moily, 38, 
founder of MokshaYug Access. MYA, 
in the last two years, “leveraged the 
microfinance platform to under- 
stand the key levers of the rural sup- 
ply chain”, rolling out its supply 
chain operations in December 2009. 

Since then, he has focussed on 
milk and has a footprint across 73 
villages of the Kolar district of 
Karnataka, services 4 19 dairy farm- 
ers through a network of 88 milk 
collection centres backed by bulk 
milk chilling centres and has so far 
procured 2.98 lakh litres of milk. 
For this, he has a buyback arrange- 
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ment with Heritage Foods. On the 
ground, Moily has bulk milk chilling 
centres that increase shelf life of milk 
resulting in better quality for 
upstream processors and better 
prices to dairy farmers. 

“Our single-minded focus on 
only two components of the dairy 
supply chain—rural procurement 
and establishment of micro-infra- 
structure for upstream market link- 
age—is in itself an innovation in 
rural supply chain,” says Moily. To 
build relationships on the ground, he 
hires staff from villages to man milk 
collection centres and the chilling 
plants and provides dairy farmers 
with inputs like cattle loan financing 
and veterinary services. 

The MYA model, predicts 
S. Sivakumar, Chief Executive, rrc 
Agri Business, and the man behind 
ITC's e-choupal initiative, will find 
takers but he sounds a note of cau- 
tion: “For the last mile to be cost ef- 
fective, it needs to be optimised for a 
particular value chain, milk in this 
case, Leveraging the same platform 
for multiple value chains isn't easy as 
many people tend to think." 

The bigger challenges for Moily, 
son of prominent Congress politi- 
cian and Union Law Minister 
Veerappa Moily, are managing 
operations with low profitability—5- 
10 per cent net margins in the rural 
supply chain business versus double 
that in, say, microfinance—and the 
nascent nature of the business where 
there are no peers whose mistakes 
MYA can learn from. 

Still, MYA has marquee back- 
ers in those like Silicon Valley in- 
vesting veteran Vinod Khosla. 
There are plans for a next round of 
funding to power Mya to 10,900 
villages and 3.3 lakh dairy farmers 
by 2013. Moily may be far away 
from getting to Amul's scale but 
his real value lies in the supply 
chain he's setting up and the right 
of way he will eventually be able to 
charge for. © 





NO-FRILLS 
HEALTH CARE 


A hospital chain in 
Karnataka wants to do 
to health care what Air 


Deccan did to aviation. 
Its early steps are 


encouraging. 


or V.T. Patil, 62, a dialysis 

session meant travel first 

and treatment next. The 
resident of Bijapur in Karnataka 
would travel 98 km up to three 
times a week to Sholapur in 
Maharashtra for the procedure 
that becomes mandatory when 
kidneys fail to function normally. 
Others from Bijapur make the 110 
km trip to Miraj, again in 
Maharashtra, for a consultation 
with a nephrologist. 

Not any more, after a new hos- 
pital came to town. A Vaatsalya 
Healthcare Solutions-run hospi- 
tal, set up in Bijapur in 2008, at- 
tends to some 10 dialysis proce- 
dures a day—a sizeable number 
for a medical facility its size. The 
scale underscores a fundamental 
market need that Vaatsalya is try- 
ing to address: seven of 10 Indians 
live in villages and semi-urban 
areas but have to make do with 
two of 10 hospitals and health- 
care facilities in the country. 

Vaatsalya is today arguably the 
first Indian hospital network in the 
country that is totally focussed on 
Tier II and Tier III towns. At the 
moment in Karnataka, it has hos- 
pitals in Hubli, Gadag, Bijapur, 
Mandya, Raichur, Hassan. Mysore. 
Gulbarga and Shimoga. To pene- 
trate these markets, Vaatsalya is 
built as a low-cost model that prom- 
ises allordable and accessible health- 
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Vaatsalya Healthcare: 
The company is helping 
bring affordable hospitals 
to smaller towns 
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care services. 

“No-frills does not mean quality- 
cost trade off.” cautions Vaatsalya's 
Founder & cro Dr Ashwin Naik. “To 
us, a decent private room need not 
necessarily mean a room with an Lop 
rv; there could just be an ordinary 
television with local channels. In 
most locations we may not even pro- 
vide an air-conditioner but we do not 
compromise on the quality of medical 
equipment," he says. 

In some towns, he argues, 
Vaatsalya facilities are the best in the 
region. For instance, in Gadag, 60 
km from Hubli in Karnataka, the 
chain's facility is the only one with a 
neo-natal intensive care unit. 

The model is also made afford- 
able by other elements. Vaatsalya 
outsources specialised diagnostic 
and radiology tests (like thyroid 
profile test and computer tomog- 
raphy, or cr, scan). "This model 
has more to do with execution 
rather than as a business model in- 
novation," says Dr Naik. It focusses 





paediatrics, 
gynaecology, medicine, and sur- 


on four specialities 
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Vaatsalya Healthcare 
Solutions 


FOUNDER: Dr Ashwin Naik 


INNOVATION: Health-care delivery 
in Tier Il and Tier Ill towns. 


MODEL: A no-frills model that 
offers affordable and accessible 
healthcare services. It scans 
locations where it can be an 
early mover and have a huge 
catchment and be able to 

offer a better technology 
alternative locally. 


SCALE: Close to 10 hospitals set up. 


gery— against as much as 20 areas 
that multi-speciality entities nor- 
mally engage in. 

A Vaatsalya hospital has 30-50 
beds as against 1 50-200 that is usu- 
ally the case with bigger players. It is 
now taking up a local partnership 
route with revenue-sharing arrange- 
ments. This lowers initial capital 





outlays (so that there is not much 
pressure for immediate returns) plus 
lower expenses on real estate de- 
pending on the location (does not 
typically buy land). Vaatsalya is 
then able to price a normal child 
delivery procedure at around Rs 
6,000 as against at least Rs 1 2.000 
at hospitals in bigger cities (it can 
easily climb to Rs 50,000 in the top- 
end hospitals in big Indian cities). 
Next, the focus is on scaling up 


the model. "We are spending most of 


our time now in institutionalising 
what is done here and on documen- 
tation so that it becomes a cookie-cut- 
ler approach as we expand," says 
Dr Naik. On the drawing board are 
plans to replicate the model in states 
Andhra 
Maharashtra, Madhya Pradesh and 


such as Pradesh, 
Orissa. To him, the most crucial point 
is that it has already proven to be a 
sustainable model. "Today", he says. 
^70 per cent of our units have al- 
ready reached break-even validat- 
ing our assumption that there is an 
opportunity for a player like us both 
financially and socially!" © 
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: 
diagnostics: 
able diagnostic reagents 
Manian's way to address 
al markets 


CHASING A VIRUS, THRIFTILY 


Keeping its eye focussed on affordability, ReaMetrix 
starts its journey into a $40-bn diagnostics market. Its 
new products will decide how big a splash it can make. 










ReaMetrix 
FOUNDER: Dr Bala S. Manian 


INNOVATION: ReaMetrix's road to 
affordability in diagnostics is by 
finding new solutions to old 
problems. For instance, dried 
diagnostic reagents that 
eliminate the need for 
expensive cold storage and 


transportation. 

MODEL: Leverage Indian 

skills to generate monetisable 
intellectual property. 


SCALE: ReaMetrix's future 
depends on its ability to enter 
into revenue-sharing deals 
with global players. 


e import the science but 





the science, which is driven 
by the need to address local markets 
with local resources and a local view- 
point," says Dr Bala S. Manian. That 
was sound enough reason for him 
to have founded a business around in- 
vitro diagnostics, which involve tests 
done outside the body, typically on 
fluids such as blood, urine and saliva. 
The focus of the business he founded 
in 2003, ReaMetrix, was affordability. 

Seven years after that leap of faith, 
Dr Manian has made his mark in a 
small but vital area of diagnostics: 
Diagnostic reagents, chemicals that 
are added to a blood sample to help 
zero in on characteristics in blood or 
other samples. “We developed tech- 
nology that allows reagents to be 
dried. We not only got the cost ad- 
vantage of doing things in India but in 
also tailoring the delivery in a manner 
that eliminated the use of cold chains 
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not the implementation of 


and ice boxes when transporting or 
storing the reagents," says Dr Manian. 

The product costs Rs 125 a test 
versus an equivalent test using MNc- 
made products that required refrig- 
eration cost three to five times more. 

In May 2009, ReaMetrix became 
the first company anywhere in the 
world to receive approval from 
the us drugs regulator, the Foods & 
Drug Administration, for such a 
dried testing product to help fight 
HIV/AIDS. The role of reagents in man- 
aging HIV patients is in helping to 
find out the status of their immune 
system, the primary target of the 
AIDS virus. In January this year, BD 
Biosciences, part of Becton 
Dickinson, and ReaMetric entered 
into an agreement to use 
ReaMetrix's drying-down technology 
for the global delivery of affordable 
testing products to help fight HIV/AIDS 
in developing countries. 

Other solutions in the works at 


ReaMetrix, which has seen invest- 
ment of over $12 million to date, 
include "a new platform that can 
transform the way in which clinical 
diagnostic information is delivered", 
says Dr Manian, without giving more 
details. ReaMetrix plans to release 
the solution around October this vear. 
Though developing markets 
make for only about 15 per cent of 
the $40 billion annual global medical 
diagnostics market, Dr Manian. 
brother of former icic! Chairman 
N. Vaghul, says it represents an 
underserved market ideal for a new 
entrant with the right technology 
and affordability. For ReaMetrix, 
which is still to break even finan- 
cially with revenues of the last three 
years under $1 million, that oppor- 
tunity means it is "now poised to 
start monetising the intellectual prop- 
erty it has created over the last five 
years with an investment of over 
$12 million,” says Dr Manian. © 
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N SPITE OF REGULAR BRUSHING. 


et the power to kill germs in your whole 
outh with Listerine. 


isterine Antiseptic Mouthwash kills germs that cause cavities, bleeding gums and bad 
reath by reaching your whole mouth, even the areas your brush cannot. Rinse with 
isterine twice a day, after brushing, and keep your dental problems at bay. 


ACCEPTED 


MOUTHWASH NB. 7 matre - 
or queries, call 1800228111 (TOLL FREE). Please log on to www.jnjindia.com for further information. ITS DYNAMITE AGAINST GERMS 





-indiatodayimages,com 


WWW 


SATISH KAUSHIK 









! n ing Telemedicine: 
Algal si. $ lav esl ynàptic's ReMeDi- 
^ Us à y gousred £entres make 
E i d 


care accessible in 
( Raar fen: 






< ^ f 












remote areas 





Qi 


7 Fellow ang 





, 
"p 


Ww er 


TELEMEDICINE ON STEROIDS 


A nifty medical device combined with a non-profit group powers telemedicine in UP and MP. 
Wimax and 3G networks could be the big game changer for Neurosynaptic. 







hink of a product morphing 

into something much bigger 

when married with a platform. 
Something like iPod and iTunes. 
Neurosynaptic Communications, a 
remote medicine start-up, is nowhere 
near as wildly successful as the Apple 
Inc. blockbusters but its social impact is 
perhaps in the same league. 

The Neurosynaptic product, called 
ReMeDi (short for Remote Medical 
Device), can be installed anywhere 
with Internet connectivity and has 
been designed to work in the most 
rugged of Indian conditions. The doctor 
at the other end, logging in through a 
video link, can measure parameters 
like body temperature, blood pressure, 
pulse rate and record an electro-car- 
dio graph. Its electronic stethoscope 
captures chest sounds and a central 
database stores patient records, 

Bangalore-based Neurosynaptic 
works with partners—some half a 
dozen are keen on scaling it up, says its 
CEO Sameer Sawarkar—and one, World 
Health Partners (wur), has a network 
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of 137 ReMeDi-powered centres set up 
in just seven months in Uttar Pradesh 
and Madhya Pradesh. It has another 43 
centres set up in private and govern- 
ment partnership and some 1 70 centres 
as experiments with various entities 
in India and abroad. "India is a country 
of 6,50,000 villages and that means 
one would need at least 65,000 such 


centres, We plan to reach a size of 


2,000 centres in two years and up to 
5,000 centres in five years,” says Gopi 
Gopalakrishnan, wup's President. 
Patients are charged Rs 10 if they 
are below the poverty line (with wup 
contributing Rs 20 each towards con- 
sultation and giving Rs 30 to the local 
centre operator) and Rs 50, ifthey are 
not so poor. At the moment, wur also 
subsidises costs incurred for doctors, 
counsellors and paramedics and hopes 
to spread costs over time with increased 
volumes. With third generation mobile 
phone networks or WiMax data net- 
works this year or next, Gopalakrishnan 
feels, ReMeDi could go mobile and help 
the spread of telemedicine in India. 


Neurosynaptic 
Communications 


CO-FOUNDERS: Sameer Sawarkar 
and Rajeev Kumar 


INNOVATION: Move beyond just 
offering affordable telemedi- 
cine solutions to a platform for 
various services and create an 
ecosystem for delivery of 
health care in remote locations. 


MODEL: Working on various 
models with partners ranging 
from revenue-sharing, 
technology fees and leasing 
arrangements. 


SCALE: Has supplied 400 remote 
medical devices since 2007. 
Revenues (not disclosed) 
increased five-fold last year 
and the company hopes to 
double it this year. 


7) emand for coffee in the country has been growing very fast. Traditionally 
only South Indian States were considered as the market for coffee. In recent 
years coffee has acquired a national presence and demand for coffee is growing 
much faster in the non-south regions. Between 2003 and 2008 the coffee 
consumption has grown in the non-south regions @ 45% annually while it has 
grown by 2.4% p.a in the southern states. There are exciting business opportunities 
for coffee processing units especially in non-southern states. 


TAKE A STEP FORWARD. 
START A COFFEE , 
PROCESSING UNIT. “« 


Coffee Board provides 25% subsidy with a ceiling of Rs 25 Lakhs per unit to individuals 
and firms and 40% subsidy with a ceiling of Rs 40 Lakhs per unit to the self help groups 
and growers collectives or co operatives - on the total cost of the equipment. 


The eligible items for support are: Roasting, Grinding and Packaging machineries all together 
or either Roasting or Grinding machinery along with Packaging machinery. 


Existing units can also avail this benefit for addition of any of the components. 


Eligible Capacities of Machinery: Roaster of 10 kg per batch or more capacity, Commercial 
grinder of 15 kg or more per hour capacity Packaging Machines of the following types (pedal 
sealing, continuous sealing, filling and sealing, form fill and sealing, automatic or semi automatic 
Nitrogen flushing and sealing machine, automatic and semiautomatic Vaccumising sealing 
machine) are eligible for subsidy under the scheme. 


Please obtain complete details of the scheme and the detailed conditions of eligibility, 
application procedure etc by accessing 'Support for Coffee Processing’ from Coffee Board 
Website www.indiacoffee.org 


Note: This is for general awareness and should not be construed as the complete & 
conclustve document for the purpose of determining entitlements. 


& 


3reen Beans Coffee Roasting Roasted Coffee Coffee Grinding A Cup of 
Machine Beans Machine Brev cg Coffee 
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Chairman (Executive Board) & CEO/ AEGON NV. 
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B e couldn't stop global ins- 
| BE urance, pension and inv- 
BE estiment giant AEGON from 
F | getting hurt in the us sub- 
BE prime meltdown. Yet, the 
-— = creditable thing was that 
despite a high exposure to the us market, 
ViGON under ALEXANDER R. WYNAENDTS, 
Chairman (Executive Board) & cro, had 
only a very small exposure to the toxic 


mortgages—it stood at a little over a bil- 
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lion dollars in 2008. Today, Wynaendts’ 
challenge is to grow the company in 
emerging markets, On a recent whistle- 
stop visit to India, he spoke with BT'S 
ANAND ADHIKARI on the state of the 
global markets today and AEGON's plans 
lor India. Excerpts: 


Global corporations-from GM to Bank of 
America-are repaying the government the 
bailout money (GM plans to repay $6.7 billion 
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and Bank of America, $45 billion). How 
significant is this in indicating a recovery? 

It's a very positive sign. Corporations 
faced an unusual financial crisis post- 
Lehman, where their respective gov- 
ernments had to come to the rescue. 
3y doing so, they retained the confi 

dence of stakeholders, especially cus- 
tomers, in the financial system. It's 
good that these corporations are now 
in a position to pay back the money. 


J ; ) www.gulfstream.com /confidence 


Change your perspective. While some see 


it’s time to own with confidence. 


adversity, we see an opportunity to excel 


The G150 is backed by Gulfstream, The World Standard” 

in business aviation for more than 50 years, and the 
strength of General Dynamics. That means we'll be there. 
Not just this month or this year, but for a lifetime of support 
and customer-service excellence. 


It's time. The Gulfstream G150. 
To learn more, please contact 


Air Works Indla Engineering Pvt. Ltd. 

Authorized Independent Gulfstream Representative in India 
Toll Free: 1800 1800 311 Direct: +91 124 464 2258 
e-mall: gulfstreamsales@airworks.in. 


Jason Akovenko 

Regional Vice President, Asia/Pacific 
Direct: +65 6256 8301 

e-mail: jason.akovenko@gulfstream.com. 


Gulfstreanmr 


A GENERAL DYNAMICS COMPANY 
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What are the factors you con- 
sidered before signing a cheque 
for the Dutch government? 

We took the opportunity of taking 
the state's support when there was 
unprecedented uncertainty in the 
market. We wanted to make sure that 
we had an additional capital buffer 
just in case the market plunged 
further. The market actually didn't 
go down that much. Therefore, in 
December 2009, we repaid one third 
of the amount, which is close to 
€1 billion. We would like to repay the 
balance €2 billion as quickly as pos- 
sible. Today, we have a strong capital 
position. We have a buffer of close to 
€4 billion, which is well in excess of 
what is needed for an AA rating. But I 
also think that it's not a luxury to 
have a buffer in any uncertain time. 
Even though markets have moved 
up in the recent past, you don't know 
what could happen tomorrow. Events 
can come up—like the surprise of 
Dubai (debt crisis), which suddenly 


scared the market again. We can have ` 


other (uncertain events). And we will 
have other (uncertain events). 


Does it make any difference 

if the government becomes a 
shareholder in the company? 

The government directors are only 
entitled to have a view on a very 
limited and specific number of issues. 
and certainly not on strategy. 


There are two government 
directors on the AEGON Board... 
One of the directors was already a 
member much before the bailout 
money came into the company. The 
other is an Independent Director and 
also a very well respected name in 
the industry. We have absolutely no 
interference from the government. 
They have been very supportive. 


Is the business environment 

still as challenging as it was a 
year ago? 

We have seen a recovery in the fin- 
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ancial market. Yet, if you look at the 
world economy, a real unemployment 
rate of 20 per cent in the us is really 
very bad. Unemployment in Europe, in 
my view, is high and may go up in 
the future. Unemployment, con- 
sumption and bank delinquencies are 
issues that are not yet resolved. These 
things will take time (to improve). The 
reality is that the economies of the us, 
Europe and Japan are still struggling. 


So, do corporations like AEGON 
have to live with slower growth 
in their traditional markets? 
Yes, it's a reality. 


US President Barack Obama rec- 
ently proposed a tax on financial 
institutions. How will that impact 
your US operations? 

It's not clear yet. First of all, we are not 
a bank. Second, we have not received 
any Us taxpayers’ money. However, if 
such a thing comes about, the impact 
in the market would be very nominal. 


coastal provinces, we are amongst 
the top three players. The Chinese 
market is huge and we are growing 
robustly. There is a bit of a regulatory 
hurdle—unlike in India—as you have 
to apply for a new licence for every 
new province. But we do not see that 
as a barrier. In 2007, we also started a 
joint venture in asset management 
in partnership with one of China's 
leading financial securities firms. 


What's your assessment of the 
India JV in life insurance? 

We want to build a solid and sustain- 
able long-term business. We plan to 
expand our branch network signifi- 
cantly. Our vision is to be amongst 
the top five foreign players (in life ins- 
urance) in the not-so-distant future. 


Insurance penetration is still low 

in India and private sector compa- 
nies are still reeling under losses... 
Our strategy is to grow with high 
ambition, but with profitability. Profits 





How significant is Asia in your 
overall operations? 

Asia can play a significant role in new 
business in the short to medium term. 
It is about positioning the company 
well for the future because it takes 
time before the profits come in life 
insurance. We are into a long-term 
business and also have a long-term 
commitment to Asia. 


You entered China much before 
you entered India. Are you happy 
with the progress so far? 

The Chinese operations are bigger 
than India as we started much ear- 
lier, in early 2000. Today, the joint 
venture ABGON-CNOOC operates in eight 
provinces and in each of the seven 


are very important in any business. In 
fact, growing profitably is a challenge 
for us in India. It's all about finding the 
right balance between growth and 
profitability. There is also no con- 
straint on investment. In fact, we 
have committed to make any invest- 
ment which is required for us to be a 
successful large company (AEGON has, 
so far, pumped Rs 150 crore into the 
JV). But we are not going to invest to 
pay for losses. 


By when do you see the Indian 

JV making profits? 

The breakeven period could be 7-8 
years. We have no problem with 
that. Our objective is to create value 
for everybody. 9 
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Take your MICE event to a higher level in Hong Kong - Asia's premier 
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Find out more at mehongkong.com 






"DeSpite the slowdown we expect 
” to sell around 500 buses in 2010” 
m CE ic MD, Volvo Buses India 
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New highwaysgand consumer preference for 
comfort are powering demand for these new 
buses. But will prohibitive pricing-and a stronger 
railway network crimp growth? RAHUL SACHITANAND 
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ice a month, Sujith 

William of Elcoteq 
Electricals in Bangalore 

makes his way to the 

Madiwala bus terminus in 

the city and catches a 

Volvo coach to Kochi or Kollam in 
Kerala to connect with family and 
friends. Elsewhere, Mohammed 


`- Mujaheedin at Reliance Capital rushes 


once a month to catch the bus to 
Hyderabad and his family. 

With train reservations hard to 
come by and flights again expensive, 


TRANSPORT- LUXURY COACH 


* 


hundreds of people like William and 
Mujaheedin have come to depend on 
Volvo coach services to visit their fam- 
ilies or other cities on work. "The lux- 
ury buses have made it much more 
convenient to get home, since we don't 
have to rely only on trains,” says 
Mujaheedin. 

For years, Indian Railways’ vast 
network has been the preferred mode 
of long-distance travel for most Indians, 
but fundamental economic and so- 
cial changes are powering the rapid 
growth of the luxury bus market. The 








expansion of the highway network 
including the 5,900-km Golden 
Quadrilateral—has made inter-city 
travel by road easier and faster. More 
powerful buses from Volvo and others 
are filling this gap. Demand is also 
coming from an increasingly mobile 
worklorce at places such as Pune, 
Jaipur, Nagpur and Mysore, who can 
connect to nearby metros much faster 
With Volvo alone expecting to sell 
450-500 luxury buses in India in 
2010, these expensive hulks seem to 


have found a place on Indian roads 
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Gaining Traction, at Last 
Volvo has created and grown the Indian 


market for modern buses. 


250 


50 


2001 2005 


Figures are number of buses sold in a year 


450 








2009 


Source: Volvo Buses India 





More in Number 
The new buses muscle in. 


8 50,000| 250 


EX| Total Buses | Coaches 


Phanindra Sama. Founder-cro of 


redBus, which claims to be India's 
largest bus seats aggregator, says 70 
per cent of his inventory is for luxury 
buses, including Volvos. "There is a 
massive untapped luxury bus market 
in India," he savs. "There are much 
fewer buses per capita in India, com- 
pared to countries like China, us and 
South Korea, which has perhaps the 
world's most developed market for 
buses." Already, there are signs that 
luxury buses are making a strong dent 
in a market until recently dominated 


by lower cost offerings from the likes of 


Ashok Levland and Tata Motors. 
Akash Passey, Managing Director, 
Volvo Buses India, says the Swedish bus 
maker dominates lucrative routes— 
Delhi-Jaipur, Mumbai-Pune and 
Bangalore-Hyderabad. "There is 
practically a train of Volvo buses from 
Mumbai to Pune, with one vehicle 
leaving every 10-15 minutes," he says. 









Wilfried Aulbur, Managing Director, Mercedes-Benz India 
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870,000 |550 


EX| Total Buses 


Coaches 


On the Delhi-Jaipur route, dominated 
so far by budget buses, Volvo claims to 
have wrested a 60 per cent share. 

If Volvo can claim to have created 
and grown the Indian luxury bus mar- 
ket, rivals are queuing up for this 
lucrative opportunity. Existing low- 
cost makers such as Ashok Leyland 
and Tata Motors are scaling up their 
ambitions, while foreign majors like 
Daimler Chrysler, Irizar-rvs and Hino, 
a joint venture between Toyota and 
Marubeni, are ready to jostle for space. 

Wilfried Aulbur, Managing 
Director of Mercedes-Benz India, 
which started selling luxury buses 
here in 2008, believes that the 
main driver for luxury buses is 
not just operators but con- 
sumers. “People want a safe 
journey above everything 
else,” he says. 

And demand, Aulbur 
says, has been good, 


We are sold out for 2010... | feel the market 


“We are sold out for 2010," he claims. 
Mercedes does not distinguish between 
bus and truck chassis sales in the num- 
bers it files with the Society of Indian 
Automobile Manufacturers (SIAM), and 
total sales of Mercedes commercial ve- 
hicles in 2009-10 to date are down 
compared to the figure for the same 
period last year. 

Aulbur is so bullish that he says 
Mercedes could also enter the city 
bus market soon. “That is a possibil- 
ity.” he says. Bus demand, he feels, is 
going to take off in India with more 
players entering the market. "But I feel 
the market will grow enough for 
everyone to be happy." (see Gaining 
Traction, at Last.) 

For Tata Motors, the luxury bus 
segment is part of its overall strategy 
to be in all segments. In October 2009, 
it completed the purchase of Hispano 
Carrocera, making the Spanish builder 
of luxury bus bodies a wholly-owned 
subsidiary. Ravi Pisharody, President. 
Commercial Vehicles Business Unit, 
Tata Motors, points out that luxury 
buses account for a fraction of the 
40,000-odd buses sold in India every 





















Have al hall 


Have a ball 


[f you thought you were being pampered at GRT Temple Bay, get ready for a whole 
new level of indulgence. A complete transformation later, Radisson Resort Temple Bay 
promises to be an erperience that matches am other tn the world. With 144 chalets, 
pool villas and bay bungalows with private plunge pools, a luxurious spa, India s 


, > "i 
largest meandering pool and more. nirvana has a new address 





adirsen 


RESORT TEMPLE BAY 
MAMALLAPURAM 


Vamatlapurar hl 
lel !] 44 f 





Fundamental Comfort 


City buses also get a luxury makeover. 


cross a dozen cities in India, commuters used 

to crowded, uncomfortable buses built on 

truck chassis are getting something of a 
comfort break. Thanks to the decision of local trans- 
port utilities such as the Bangalore Metropolitan 
Transport Corporation (BMTC) to opt for low-floor 
buses and purchases under programmes like the 


HVINIEN LIWY 


TRANSPORT- LUXURY COACH 


Jawaharlal Nehru National Urban Renewal Mission 
(JNNURM), commuters now have the option of a 
more comfortable ride. 

In the past few months, several other cities 
including Delhi, Faridabad, Navi Mumbai and 
even Kolkata have launched low-floor buses. In 
Bangalore, these services are targeted mostly at 
the top-end—software engineers at upscale resi- 
dential or office locations —while modified low-floor 
buses to the distant airport transport almost 
two-third of travellers to and from the city. 

In Navi Mumbai and Faridabad, these buses are 
used to connect to the larger metro cities- Mumbai 
and Delhi respectively—a largely underserved market. 
In Kolkata, these low-floor JNNURM buses are enter- 
ing all routes, not necessarily the posh ones. 

Volvo Buses expects to bag orders for at least 
600 city buses under this scheme, with some 
15,000 aged city buses expected to be replaced 
under this programme. Several other players 
including Ashok Leyland and Tata-Marco Polo 
already have a large share of this market. 


Sticker Shock for Buyer... 


Standard Tata bus* Rs 40 lakh 
Tata Globus Rs 50 lakh 
Tata luxury bus ** Rs 75 lakh 
Volvo 2-axle Rs 72 lakh 
Volvo 3-axle Rs 85 lakh 


Mercedes 3-axle luxury bus Rs 85 lakh 
*Body built by third party 


Or Payback for Operator? 


* More powerful engines ensure 
20% faster trips. 


** on trial now 


* Can charge higher ticket price. 
* So payback is 18-24 months. 


* Faster turnaround allows operators 
extra day trip. 


Comfort for the Customer 


BANGALORE-HYDERABAD 

By Air Rs 3,000 
By Train 2AC Rs 1,000-plus 
By Volvo Rs 750 upwards 
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vear. "We feel this segment of the 
market is going to expand and we 
will launch a whole new range later 
this year," he says. He concedes that 
there was a gap in Tata Motors port- 
folio until it introduced this 235hp 
bus. However, Tata Motors' big play in 
buses over the past vear has been in 
the city bus segment. Pisharody says 
these buses retail lor the same amount 
as luxury long distance buses and 
Tata Motors dominates the market. 
A company spokesperson told 81 
that, much like Tata Marcopolo 
Motors, which makes bodies for city 
buses now being deployed in several 
Indian cities, luxury buses built by 
Hispano Carrocera will be made 
available here at competitive prices. 
Much of the growth in luxury 
buses has been driven on two fronts. 
One. bus passengers, especially 
young executives, students and 
holiday travellers, prefer luxury 
dominated at the moment 
as the high-quality high- 


coaches 

by Volvo 
way network has proliferated. 
Second, operators themselves find 
it more economical to operate Volvos 


because their more powerful engines 
(290-340 hp compared to the usual 
| 20-150 hp) allow them to complete 
trips faster and create space for an 
additional dav trip or even charter 
these buses to corporates. 

Transporters say these new mod- 
els, backed by modern technology 
and company-led maintenance, need 
to be overhauled once only 80,000 
km. against 40,000 km for the com- 
petition. Transporters can earn more 
from the Volvos by charging a 30-50 
per cent premium on fares and get 
more trips out of them-—for exam- 
ple. by doing the overnight run from 
Bangalore to Hvderabad and follow- 
ing up with a day trip to Vijaywada 
instead of giving the vehicles a break, 
as required by regular buses. 

v using a Volvo for 18 hours a 
day rather than 10-12 run by 
competing buses, payback time can 
halve from three years to 1 8 months. 

"We can make the trip from 
Bangalore-Mumbai in under 18 hours 
—14 hours, if you exclude the pain of 
entering and exiting both metros 
while the train takes up to 24 hours 





n As a business leader in a dynamic and burgeoning 
Indian market, you aspire to integrate world-class 
practices to drive business performance. 
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Education programme. 
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Ne € MÀ € — 9-9 -— | 
s-i E T 


A 


7 
E 


p" 
P173. 
y AX 

pm 


p 


* 
- E 
7 
7 





The Executive Education programmes at Harvard Business School, offered jointly with the 
HBS India Research Center, exist for one reason. The impact you make on your business. lake 
your organisation to the next level with new perspectives from renowned thought leaders. 


Upcoming programmes offered in Mumbai, India: 


Building a Global Enterprise in India 
April 26 to 30, 2010 


Develop India: Strategies for Growth 
July 07 to 10, 2010 


Managing and Transforming 
Professional Service Firms—lndia 

July 21 to 24, 2010 

For more details about these programmes: 
Email: harvardindia@hbs.edu 

Call: -91-22-24916756 

Visit: www.exed.hbs.edu/pgm/india4/ EXECUTIVE EDUCATION 


HARVARD 
BUSINESS 
SCHOOL 
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and air fare is now unaffordable,” says 
Ashok Dubey of Sharma Travels. 

Other routes, too, are faster by 
Volvo: Delhi-Hyderabad takes only 
11 hours in a Volvo, Passey claims, 
compared to nearly 16 hours in con- 
ventional buses. 

Passey knows what a slog it has 
been. A decade ago, when Volvo en- 
tered the market, a consulting outfit 
commissioned by Volvo actually sug- 
gested that it desist from bringing its 
costly buses into what was then a 
small market. "This study suggested 
that if we sold our bus at Rs 40 lakh 
each, we would sell no more than two 
buses a year,” he recalls. 

Passey set aside the report, im- 
ported a few 10-gear Volvo buses from 
its plant in China and gave 
them out on trial to select 
operators, including 
Sharma Travels. Priced at 
Rs 1.1 crore each, these 
buses were vastly more ex- 
pensive than their nearest 
rival and Passey had many 
doors shut on his face be- 
fore he made his first sale. 

In the first year, Volvo sold just 
20 buses built in India, as state-owned 
and private operators baulked at the 
thought of spending double (Rs 40 
lakh upwards compared to Rs 18-20 
lakh for conventional vehicles) on a bus 
untested on Indian roads. Passey, how- 
ever, was adamant there was a viable 
market in India. 

"The buses here at the time were 
built on truck chassis... we offered the 
latest technology, far greater passen- 
ger and driver comfort and faster jour- 
neys,” he says. Passenger comfort— 
a noise-free cabin, larger storage space, 
better suspension—was an impor- 
tant incentive for operators to buy a 
Volvo bus. These incentives certainly 
worked for transporters. From selling 
just 50 buses in 2001, Volvo sold 250 
in 2005 and this nearly doubled to 
450 last year. Along the way, Passey 
has bagged 22 of the 25 state trans- 
portation corporations as customers 
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and even has buses going from Kolkata 
to Dhaka in Bangladesh. 

Passey says India—which is the 
world's second-largest bus market af- 
ter China—is among the top five 
geographies for Volvo buses globally. 
"Despite the slowdown we expect to sell 
around 500 buses in 2010." 

Despite these impressive growth 
claims, some analysts such as Vikas 
Sehgal of Booz & Co, a management 
consultancy. argue that the opportu- 
nity in India may be too limited for 
more than a couple of serious players. 
"The Indian market is around 50.000 
units and is very cyclical," he savs. 
While a large chunk is dominated by 
budget buses, a growing sliver could be 
occupied by luxury variants, he ad- 
mits. But, while a widening highway 
network could create demand for more 
luxury buses, it could equally prompt 
people to use their own cars. He also 
points to the high prices of the new 
range of luxury buses as another factor 








whole new range later this vear” 


Ravi Pisharody, President, Commercial Vehicles Business Unit, Tata Motors 





that could slow growth. 

Operators could also hurt them- 
selves with flexi-pricing. Mujahedeen, 
the frequent traveller, says: "During 
holidays and long weekends. Volvo 
operators double the fares, so if you are 
lucky, trains may be your best bet." 

Then. the other big hurdle could 
come from managers at state road 
transport corporations, who compare 
one-time costs of spares rather than 
look at the lifetime cost as propagated 
by Volvo. (Fleet operators say spares 
lor foreign breeds cost two-to-three 
times that for Ashok Levland and 
Tata Motors.) 

With Union Minister for Road 


Transport and Highways Kamal 


Nath promising to build 20 km of 

new highways a day. and India lead- 

ing the world out of the slowdown, 

luxury buses could be set for a ride 
in the fast lane. © 
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Dor Ignored) Rules of 
erformance 
Measurement 


It's that time of the year when 
companies and individuals have to 
take stock of their performance. This 
HBR Exclusive tells you how to avoid 
the common pitfalls in doing so. 


BY ANDREW LIKIERMAN 










an episode of Frasier, the television sitcom that 
llows the fortunes of a Seattle-based psycho- 
alyst, the eponymous hero's brother gloomily 
mmarises a task ahead: “Difficult and bor- 
g—my favourite combination.” If this is your 
action to the challenge of improving the meas- 
nt of your organisation's performance, you 
are not alone. In my experience, most senior ex- 
ecutives find it an onerous if not threatening task. 
Thus they leave it to people who may not be nat- 
ural judges of performance but are fluent in 
the language of spreadsheets. The inevitable 


Wlada dda 


result is a mass of numbers and comparisons that 
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provide little insight into a company's per- 
formance and may even lead to decisions that 
hurt it. That's a big problem in the current 
situation, because the margin for error is virtually 
nonexistent. 

So, how should executives take ownership of 
performance assessment? They need to find meas- 
ures, qualitative as well as quantitative, that 
look past this year's budget and previous results 
to determine how the company will fare against 
its competitors in the future. They need to move 
beyond a few simple, easy-to-game metrics and 
embrace an array of more sophisticated ones. 
And they need to keep people on their toes and 
make sure that today's measures are not about 
yesterday's business model. 

In the following pages, I present what I've 
found to be the five most common traps in 
measuring performance and illustrate how 
some organisations have managed to avoid 
them. My prescriptions aren't exhaustive, but 
they'll provide a good start. In any event, they 
can help you steal a march on rivals who are 
caught in the same old traps. 





tr 


Measuring 
Against Yourself 


The papers for the next regular 
performance assessment are on 


your desk, their thicket of numbers 
awaiting you. What are those 
numbers? Most likely, compar- 
isons of current results with a plan 
or a budget. If that's the case, you're at grave risk 
of falling into the first trap of performance meas- 
urement: looking only at your own company. 
You may be doing better than the plan, but are you 
beating the competition? And what if the esti- 
mates you're seeing were manipulated? 

To measure how well you're doing, you 
need information about the benchmarks that 
matter most—the ones outside the organisa- 
tion. They will help you define competitive 
priorities and connect executive compensa- 
tion to relative rather than absolute perform- 
ance—meaning you'll reward senior executives 
for doing better than everyone else. 

The trouble is that comparisons with your 
competitors can't easily be made in real time— 
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which is precisely why so many companies fall 
back on measurements against the previous 
year's plans and budgets. You have to be cre- 
ative about how you find the relevant data or 
some proxy for them. 

One way is to ask your customers. Enterprise, 
the car-rental company, uses the Enterprise Service 
Quality Index, which measures customers' re- 
peat purchase intentions. Each branch of the 
company telephones a random sample of cus- 
tomers and asks whether they will use Enterprise 
again. When the index goes up. the company is 
gaining market share; when it falls, customers 
are taking their business elsewhere. The branches 
post results within two weeks, put them next to 
profitability numbers on monthly financial state- 
ments, and factor them into criteria for promotion 
(thus aligning sales goals and incentives). 

Of course. you have to make sure you don't 
annoy your customers às vou gather data. Think 
about how restaurant managers seek feedback 
about the quality of their service: Most often they 
interrupt diners' conversations to ask if everything 
is OK: sometimes they deliver a questionnaire 
with the bill. Either approach can be irritating. 
Danny Meyer, founder of New York's Union 
Square Hospitality Group, gets the information un- 
obtrusively, through simple observation. If peo- 
ple dining together in one of his restaurants are 
looking at one another, the service is probably 
working. If they're all looking around the room, 
they may be wowed by the architecture, but it's 
far more likely that the service is slow. 


Another way to get data is to go to profes- 
sionals outside your company. When Marc 
Effron. Vice President of talent management for 
Avon Products, was trying to determine whether 
his company was doing a good job of finding 
and developing managers, he came up with the 
idea of creating a network of talent manage- 
ment professionals. Started in 2007, the New 
Talent Management Network has more than 
1.200 members, for whom it conducts original 
research and provides a library of resources 
and best practices. 
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Looking Backward 
Along with budget figures, your 
performance assessment pack- 
age almost certainly includes 
comparisons between this year 
and last. If so, watch out for the 
second trap, which is to locus on 
the past. Beating last year's 
numbers is not the point; a performance meas- 
urement system needs to tell you whether the de- 
cisions you're making now are going to help 
you in the coming months. 

Look for measures that lead rather than lag 
the profits in your business. The us health in- 
surer Humana, recognising that its most expen- 
sive patients are the really sick ones (à few years 
back the company found that the sickest 10 per 
cent accounted for 80 per cent of its costs), offers 
customers incentives for early screening. If it can 
get more customers into early or even preemptive 
treatment than other companies can. it will 
outperform rivals in the future. 

The quality of managerial decision-making 
is another leading indicator of success. Boards 
must assess top executives' wisdom and will- 
ingness to listen. Qualitative, subjective judg- 
ments based on independent directors own 
experience with an executive are usually more 
revealing than a formal analysis of the 
executive's track record (an unreliable pre- 
dictor of success, especially for a ceo) or his or 
her division's financial performance. (See 
Evaluating the cro, by Stephen P. Kaufman, 


To measure how well you're doing, 
you need to compare yourself 
against the benchmarks outside 
your organisation. 


HBR, October 2008.) 

It may sound trite, but how the company 
presents itself in official communications often sig- 
nals the management style of top executives. In 
August 2006, The Economist reported that Arijit 
Chatterjee and Donald Hambrick. of Pennsylvania 
State University, had devised a narcissism index 
on which to rate 105 company bosses, based on 
the prominence of the ceo's photo in the annual 
report, his or her prominence in press releases, the 
frequency of the first person singular in inter- 
views with the ceo, and his or her compensa- 


tion relative to that of the firm's second 
highest-paid executive. 

Finally, you need to look not only at what you 
and others are doing but also at what you aren't 
doing. The managers of one European invest- 
ment bank told me that they measure perform- 
ance by the outcomes of deals they've turned 
down as well as by the outcomes of deals they've 
won. If the ones they've rejected turn out to be 
lemons, those rejections count as successes. This 


Good management is about making 
choices, so a decision not to do 
something should be analysed as 
closely as a decision to do something. 


kind of analysis seems obvious once stated, but I've 
noticed a persistent bias in all of us to focus on 
what we do over what we don't do. Good man- 
agement is about making choices, so a decision not 
to do something should be analysed as closely as 
a decision to do something. 


t Putting Your Faith in 
Numbers 
Good or bad, the metrics in your 
performance assessment package 
all come as numbers. The problem 
is that numbers-driven managers 
often end up producing reams of 
low-quality data. Think about 
how companies collect feedback on service from 
their customers. It's well known to statisticians that 
if you want evaluation forms to tell the real story, 
the anonymity of the respondents must be pro- 
tected. Yet, out of a desire to gather as much in- 
formation as possible at points of contact, com- 
panies routinely ask customers to include per- 
sonal data, and in many cases the employees 
who provided the service watch them fill out the 
forms. How surprised should yqu be if your em- 
ployees hand in consistently favourable forms 
that they themselves collected? Bad assessments 
have a tendency to mysteriously disappear. 
Numbers-driven companies also gravitate to- 
wards the most popular measures. If they're look- 
ing to compare themselves with other companies, 
they feel they should use whatever measures oth- 
ers use, The question of what measure is the right 
one gets lost. Take Frederick Reichheld's widely used 





Net Promoter Score (NPs), which measures the 
likelihood that customers will recommend a prod- 
uct or service. The Nps is a useful indicator only if rec- 
ommendations play the dominant role in a pur- 
chase decision; as its critics point out, customers' 
propensity to switch in response to recommenda- 
tions varies from industry to industry, so an NPs is 
probably more important to, say, a baby-food 
manufacturer than to an electricity supplier. 
Similar issues arise about the much-touted 


link between employee satisfaction and prof- 
itability. The Employee-Customer-Profit Chain 
pioneered by Sears suggests that more-satisfied em- 
ployees produce more-satisfied customers, who. in 
turn, deliver higher profits. If that's true, the path 
is clear: Keep your employees content and watch 
those profits soar. But employees may be satis- 
fied mainly because they like their colleagues 
(think lawyers) or because they're highly paid 
and deferred to (think investment bankers). Or 
they may actually enjoy what they do, but their 
customers value price above the quality of service 
(think budget airlines). 

A particular bugbear of mine is the application 
of financial metrics to nonfinancial activities. 
Anxious to justify themselves rather than be out- 
sourced, many service functions (such as IT, HR. 
and legal) try to devise a return on investment (Rol) 
number to help their cause. Indeed, nor is often 
described as the holy grail of measurement—a 
revealing metaphor, with its implication of an 
almost certainly doomed search. 

Suppose an HR manager undertakes to as- 
sign an RoI number to an executive training 
programme. Typically. he or she would ask pro- 
gramme participants to identify a benefit, assign 
a dollar value to it, and estimate the probability 
that the benefit came from the programme. So, a 
benefit that is worth $70,000 and has a 50 per 
cent probability of being linked to the programme 
means a programme benefit of $35,000. If the pro- 
gramme cost is $25,000, the net benefit is 
$10,000—a 40 per cent RoI. 

Think about this for a minute. How on earth 
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can the presumed causal link be justified? By a 
statement like "I learned a production algorithm 
at the programme and then applied it"? Assessing 
any serious executive programme requires a 
much more sophisticated and qualitative ap- 
proach. First vou have to specify ahead of time the 
needs of the programme's stakeholders— 
participants, line managers, and sponsors—and 
make sure that the syllabus meets your organi- 


The moment you choose 


sation. The moment you choose to manage by a 
metric, you invite your managers to manipulate 
it. Metrics are only proxies for performance. 
Someone who has learned how to optimise a 
metric without actually having to perform will 
often do just that. To create an effective per- 
formance measurement system, you have to 
work with that fact rather than resort to wishful 
thinking and denial. 
It helps to diversify your metrics, be- 
cause it's a lot harder to game several of 
them at once. Clifford Chance replaced its 


to manage Dy a metric, you single metric of billable hours with seven cri- 


invite your managers to 
manipulate it. 


sational and talent-management objectives. Once 
the programme has ended, vou have to look be- 
yond immediate evaluations to at least six months 
after participants return to the workplace; their 
personal feedback should be incorporated in the 
next annual company performance review. At the 
soft drinks company Britvic, HR assesses its exec- 
utive coaching programme by tracking coachees 
for a year afterward, comparing their career 
trajectories with those of people who 
didn't get coached. 
tri Gaming Your Metrics 
In 2002, a leaked internal memo 
from associates at Clifford 
Chance, one of the world's 
largest law firms, contended that 
pressure to deliver billable hours 
had encouraged its lawyers to 
pad their numbers and created an incentive to al- 
locate to senior associates work that could be 
done by less expensive junior associates. 

Lawyers aren't the only ones: A number of 
prominent companies have been caught try- 
ing to manipulate their numbers. Since 2004, 
Royal Dutch Shell has paid $470 million to 
settle lawsuits relating to its overstatement of re- 
serves. Morgan Stanley was reportedly willing 
to lose $20 million on a securities trade for the 
Finnish government just before closing its books 
for 2004 in order to improve its position in 
the league table for global equity capital 
market rankings. 

You can't prevent people from gaming num- 
bers, no matter how outstanding your organi- 
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teria on which to base bonuses: respect 

and mentoring, quality of work, excel- 

lence in client service, integrity, contribu- 

tion to the community, commitment to 

diversity, and contribution to the firm as an 
institution. Metrics should have varying sources 
(colleagues, bosses, customers) and time frames. 
Mehrdad Baghai and coauthors described in 
"Performance Measures: Calibrating for Growth" 
(Journal of Business Strategy, July-August 1999) 
how the Japanese telecommunications company 
SoftBank measured performance along three- 
time horizons. Horizon 1 covered actions rele- 
vant to extending and defending core businesses, 
and metrics were based on current income and 
cash flow statements. Horizon 2 covered actions 
taken to build emerging businesses; metrics came 
from sales and marketing numbers. Horizon 3 
covered creating opportunities for new businesses; 
success was measured through the attainment of 
preestablished milestones. Multiple levels like 
those make gaming far more complicated and 
far less likely to succeed. 

You can also vary the boundaries of your 
measurement, by defining responsibility more 
narrowly or by broadening it. To reduce delays 
in gate-closing time, Southwest Airlines, which 
had traditionally applied a metric only to gate 
agents, extended it to include the whole ground 
team—ticketing staff, gate staff, and loaders 
so that everyone had an incentive to cooperate. 

Finally, you should loose the link between 
meeting budgets and performance; far too many 
bonuses are awarded on that basis. Managers 
may either pad their budgets to make meeting 
them easier or pare them down too far to impress 
their bosses. Both practices can destroy value. 
Some companies get around the problem by giving 
managers leeway. The office supplier Staples, for ex- 
ample, lets them exceed their budgets if they can 
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demonstrate that doing so will lead to improved serv- 
ice for customers. When I was a cro, I offered scope 
for budget revisions during the year, usually in 
months three and six. Another way of providing 
budget flexibility is to set ranges rather than specific 
numbers as targets. 

t Sticking to Your 
Numbers Too Long 

As the saying goes, you man- 
age what you measure. 
Unfortunately, performance 
assessment systems seldom 
evolve as fast as businesses do. 
Smaller and growing compa- 
nies are especially likely to fall into this trap. In the 
earliest stages, performance is all about sur- 
vival, cash resources, and growth. Comparisons 
are to last week, last month, and last year. But as 
the business matures, the focus has to move to 
profit and the comparisons to competitors. 

It's easy to spot the need for change after 
things have gone wrong, but how can you eval- 
uate your measures before they fail you? The 
answer is to be very precise about what you 
want to assess, be explicit about what metrics 
are assessing it, and make sure that everyone is 
clear about both. 

In looking for a measure of customer satis- 
faction, the British law firm Addleshaw Booth 





(now Addleshaw Goddard) discovered from a 
survey that its clients valued responsiveness 
most, followed by proactiveness and commercial- 
mindedness. Most firms would interpret this 
finding to mean they needed to be as quick as 
possible. Addleshaw Booth's managers dug 
deeper into the data to understand more ex- 
actly what "responsiveness" meant. What they 
found was that they needed to differentiate be- 
tween clients. "One size does not fit all." an em- 
ployee told me. "Being responsive for some 
clients means coming back to them in two 
hours; for others, it's 10 minutes." 

The point is that if you specify the indicator 
precisely and loudly, everyone can more easily see 
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when it's not fit for the purpose. The credit- 
rating agencies have come under attack because 
they gave AAA ratings to so many borrowers 
who turned out to be bad risks. The agencies 
have argued in their own defense that lenders 
misunderstood what the ratings meant. The AAA 
rating. they claim, was awarded on the basis of 
borrowers' credit records, and it described the 
likelihood of default under normal market con- 
ditions; it did not factor in what might happen in 
the event of a massive shock to the financial 
system. Reasonable as this explanation may be, 
it is no consolation to those who thought they 
knew what the magic AAA represented. 

Why do organisations that excel in so many 
other ways fall into these traps? Because the 
people managing performance frameworks are 
generally not experts in performance meas- 
urement. Finance managers are proficient at 
tracking expenses, monitoring risks, and raising 
capital, but they seldom have a grasp of how op- 
erating realities connect with performance. 
They are precisely the people who strive to re- 
duce judgments to a single Rol number. The 
people who understand performance are line 
managers—who, of course, are crippled by con- 
flicts of interest. 

A really good assessment system must bring 
finance and line managers into some kind of 


You manage what you measure. 
Unfortunately, performance 
assessment systems seldom 
evolve as fast as businesses do. 


meaningful dialogue that allows the company to 
benefit from both the relative independence of the 
former and the expertise of the latter. This sounds 
straightforward enough. but as anyone who's 
ever worked in a real business knows, actually do- 
ing it is a rather tall order. Then again, who 
says the ceo's job is supposed to be easy? 





Andrew Likierman (alikierman@london.edu) is the 
dean of London Business School, a nonexecutive director 
of Barclays Bank, and the chairman of the ux's National 
Audit Office. The article was published in Harvard 
Business Review, October 2009, Copyright(a 2009 
Harvard Business School Publishing Corporation. 

All rights reserved. 
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POWER-PALAKKAD 


Lighting Up Their Lives 


Through à unique participative endeavour, Kerala has made its second-most 
backward district the first in the country to be fully electrified. n. MADHAVAN 


“Our days have become longer. Earlier, we slept 
soon after sunset. Now, we remain awake till 
10.30 p.m."—Moopan Raghavan, Phalikakal! 
settlement, Palakkad district 


"We're happy we can watch TV now. But there is a 
problem. Kids don't sleep at 7 p.m. anymore. 
They watch TV late into the night”—Lakshmi, 


| 


Moolaganga settlement Palakkad district, 


Kadar tribals in front of a 
transformer at Thalikakal 
v settlement in Palakkad district 


efore vou start wondering what Raghavan 
and Lakshmi are talking about. these are rea- 
ctions from the beneficiaries of an innovative 
project in Kerala that has. for the first time, 
brought electricity to people (mostly tribals) in 

far-Nung areas of Palakkad district. 
Conceptualised on January 1, 2009, the total electrili 
cation project sought to make electricitv available at the door 
step of all residents of the district. V hat is novel about the 




















project is the manner in which it was imple- 
mented—9 1 gram panchayats, 1 3 block pan- 
chayats, one district panchayat, four munici- 
palities, 11 MLAs, two MPs and the Kerala State 
Electricity Board (KSEB) came together and 
chipped in with money to fund it (see Joint 
Effort). In fact, but for the cooperative initiative, 

this project would not have been possible. 

Consider this: Thalikakal and 
Kadapara are two tribal settlements 
with a total of 63 families, located 
deep in the mountains some 70 km 
south of Palakkad, the district head- 
quarters. To bring electricity to these 
settlements as part of the total elec- 
trification project, distribution lines 
were laid from Ponkandam (the 
nearest electrified town) to Thalikakal 
over a distance of 10 km at a cost of 
Rs 65 lakh. On its own, KsEB could not 
have connected these settlements for two 
reasons—investing that amount of money for 
supplying electricity to 63 families who come under the 
non-paying group (in Kerala power consumption up to 
20 units every month is free) was just not feasible. In 
fact, a project to supply power to Thalikakal was drawn 
up as early as 1980, but remained on paper as it was not 
found viable. Also, according to KSEB rules, the power 
utility cannot provide supply connections to houses that 
are more than 235 metres from the existing distribu- 
tion line unless the consumers who want electricity are 
willing to pay the cost of extending the line. There was no 
way the tribals could raise such funds. 

Similarly, KsEB could never have spent over Rs 1 crore 
to connect Vachchapati and Moolaganga settlements in 
Attapadi area, over 100 km north of Palakkad, housing 400 
poor tribal families (who also come under the non-paying 
group) by drawing power lines for over 20 km. 

It all began in 2007 when Kannadi panchayat in the 
Kozhalmannam assembly constituency in Palakkad 
became the first gram panchayat to become fully electri- 
fied in Kerala. That was made possible through funds 
made available by elected representatives, local bodies 
and ses. "The success of the participative effort at Kannadi 
panchayat gave us the confidence to try it at a larger 
scale. We then successfully electrified an assembly con- 


“The success of the participative effort at Kannadi 
Panchayat gave us the confidence to try it at a larger scale" 


A.K. BALAN/ Minister for Electricity and Welfare of SCs, STs, and BCs/ Kerala 


stituency—trijalakuda in the Thrissur dis- 
trict using the same model before taking it up 
at district level in Palakkad,” explains A.K. 
Balan, Minister for Electricity and Welfare 
of Scheduled Castes/ Scheduled Tribes and 
Backward Classes, Kerala. “Involvement of 
various local bodies and elected representa- 
tives has been crucial for the success of the 
project and the dual portfolio that I han- 
dle helped me to optimally tap the tribal 
development funds for this project.” 
On February 16, a little over 12 
months from the start of the proj- 
ect, Union Power Minister Sushil 
Kumar Shinde announced to the 
world that Palakkad had become 
India's first fully electrified district— 
in effect, every home has electricity. To 
achieve this distinction, 907 km of low 
tension single phase line and 78 km of 
three-phase line were laid, 18,000 new serv- 
ice connections were given (including 2,500 
sc/sr households) and 26 transformers were installed—all 
at a cost of Rs 23.26 crore. "The project cost would have 
been much higher had we not spent Rs 520 crore over the 
last three-and-a-half years to upgrade the transmission and 
distribution network in the district," points out M.B. 
Rajesh, an mp representing Palakkad Lok Sabha con- 
stituency. Almost all households in the district today have 
electricity at their door step with a very few exceptions such 
as those awaiting forest department permission (Balan 
says those approvals have since come in, too). 

KSEB faced many a unique challenge to make this elec- 
tricity-for-all initiative a reality. "We had to overcome very 
difficult terrain, especially in Thalikakal and Kadapara 
area. At many places, we had to physically carry the concrete 
poles and cables as there were no roads," says 
P. Rajan, Executive Engineer, KsEB (Alattur Electrical 
Division). Then, there are places in Parambikulam area 
which are not accessible from the Kerala side at all. For such 
places, KsEB chose to draw power lines from Tamil Nadu and 
buy the required electricity from the neighbouring state. 
Permission of the forest department was another chal- 
lenge and where it was not forthcoming. KSEB had no choice 
but to take the power lines on a detour through private lands. 
And as if these challenges were not enough, the Kurumba 
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POWER-PALAKKAD 






| it Mer 
(Top) Power lines criss-crossing Moolaganga settlement, 
where (right) TV is the latest source of entertainment 


tribe in Attapadi region put the project managers in a piquant 
position—how to make electricity available at the doorstep 
of a tribe that shifts its dwelling place every few weeks! 

At some places where KseB did bring electricity to the 
doorstep, people did not have the money (about Rs 2,000) 
to wire the house. "We are looking at ways to help people 
below the poverty line wire their households. Gram pan- 
chayat can use the development funds for the purpose with 
government approval. There are also plans to get the people 
to fund at least part of the cost from their NREG earnings,” says 
K.V. Mohan Kumar, Collector, Palakkad district, referring 
to the National Rural Employment Guarantee Scheme. 

The project, however, has caused a great deal of exc- 
itement among the people, most of whom are enjoving 
the benefits of electricity for the first time. "We had no 
hope that electricity will come in our lifetime. We can't 
believe it," says Veeran, 60, a resident of the Moolaganga 
settlement in a language that appeared to be a mixture of 
Malayalam and Tamil. 

His views are shared by many people who are ea- 
gerly anticipating a better quality of life. There are already 
signs of change in the lives of these tribals. Rama Moopan 
(moopan means leader of the tribe) of Vachchapati village 
is impatient to build a pucca house. "I don't want to do the 
wiring in this old house," he says pointing to his ram- 
shackle hut. In fact, the availability of power, in a way, has 
accelerated rebuilding of many tribal homes. It has also 
rekindled the hopes of Moolaganga residents to return to 
farming. "We are blessed with a fertile black soil, which 
is ideal for growing cash crops such as toor dal, horse 
gram and ragi, but elephants from the nearby forests 
repeatedly destroyed our crops in the past. Frustrated, we 
ultimately quit farming. Now, with electricity, we can look 
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at the possibility of 'putting earth' (electric fence) and 
restart farming," says Veeran. They are also eagerly 
looking forward to using mobile phones as availability of 
electricity paves way for setting up towers, thereby ext- 
ending mobile coverage into their area. 

"It will take at least two vears to determine the socio- 
economic impact of electricity on the lives of tribals. | 
expect it to have the most beneficial impact on women and 
children." says Rajan Pullenkattil, Assistant Executive 
Engineer, KSEB, Mannarkad, who is also doing a project on 
the Role of Energy on Sustainable Development of Tribals as 
a part of a PhD he is pursuing. 

Some experts consider absence of decentralised power 
source or off-grid power as one of the shortcomings of this 
project. Palakkad district has a good potential for wind 
energy, solar power and biomass-based electricity gener- 
ation. "We are looking at solar energy and mini wind 
mills to supplement grid power. These projects take time. We 
did not want to wait that long.” explains Rajesh, the Mr. 

Success at district level has emboldened Minister Balan 
to now replicate the project at the state level. About 25 of 
the 140 assembly constituencies have been fully electrified 
so far. "Our aim is to cover 100 assembly constituencies in 
the next one year and the rest of the state in two years," says 
a confident Balan. If he has his way, Kerala could soon 
become India's first fully electrified state. © 
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And a Navratna PSU with over 
50 years of mining experience. 


With proven and proboble reserves and | * Plans to diversify into iron ore pellets and steel 
mineral resources of 1361 million tonnes of 
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EO NN eee! efficient and environment-friendly mining 


Operates one of the largest diamond mines company 
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BHASKAR PAUL 


IT-10 YEARS OF THE DOTCOM BUST 


Ten years ago this month, the dotcom bust began, burn- 
ing trillions of dollars and millions of dreams. BT asks two 
entrepreneurs who were there for the lessons they learnt. 








Alok Kejriwal 
Co-founder & CEO, Games2win 


omised the headiness of the dotcom 
days, it was Sula Tuesday. Restaurateur 
Rajiv Samant had started this club for tech ent- 
repreneurs to get together. They would get tog- 
ether on the first Tuesday of each month. 
Venture capitalists and start-up promoters 
rubbed shoulders, and wine flowed. 
To have a dotcom in your visiting card was 
a Status symbol. Marketing departments of 
conservative companies were desperate to 
add a slide in their presentations which said: 
“Hey, we are doing the dotcom thing, too.” 
The job market went crazy. Director- 
level candidates began to ask for 50 per cent 
hikes or a 5 per cent stake in the company to 
come aboard. A lot of good mid-career pro- 
fessionals lost their way. 


T o me, if there was something that epit- 
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The Survivor 


Most dotcoms were splurging to get visi- 
bility. Some took out full front page ads. Others 
had painted Mumbai's local buses with their 
logos. In my second Board meeting, in March 
2000, a Director on my Board asked me why 
I was not spending to get more visibility. 
"Why are you not booking hoardings? You are 
acting conservatively like a Marwari. We did 
not fund you to put the money in an FD." I was 
told. A vote was proposed to determine if I 
was competent enough to run the company. 
Luckily, there were more people who believed 
I was good enough to do so. A few months 
later, after the bust, the same Director thanked 
me for staying on. 

From being the most sought-after guys. 
dotcom entrepreneurs suddenly became the 
bad guys. As for the vcs, they just fell off. 
Between late 1999 and February 2000, I was 
meeting a vc a day. After the bust, between 
June and August, I met just one vc in 90 days. 

At one point, we had cash to last us just 
a month. So, we would turn off the lights at 
office meetings. It was then that we rea- 
lised that we were running after the wrong 
people. I stopped meeting vcs and journalists. 
In the next 100 days, I met 400 clients and 
asked them for advances for work we were 
doing for them. 

In the end, what saved me was my con- 
servative, Marwari approach. I keep telling 
people here, don't sign a cheque till you sign 
on an invoice. That's what keeps you afloat in 
tough times. © 

AS TOLD TO T.V. MAHALINGAM 
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(And, just like our Power Transmission, 
our Consultancy Services work fulltime too!) 
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* Aproventrack record of excellent performance 

* One-stop-shop for the complete array of power S 
transmission solutions j 

* Strong in-house expertise in state-of-the-art 
technologies such as GIS, SCADA/EMS, 
800KV HVDC, etc 


* Transparent work practices 


* Pan-India presence with around 74,000 
Circuit Kms of Transmission network 

* 124 EHVAC & HVDC sub-stations with a capacity 
of 82,200 MVA 

* Transmission system availability of over 9996 
at par with global standards 

* Atelecom network of more than 20,000 Kms 





* Timelyexecution of projects across India 
* Wheels about 4596 of the total power * A nch pool of professional and competent 
generated in the country manpower 





POWER GRID CORPORATION OF INDIA LIMITED 


(A Government of India Enterprise) 


Corp. Off.: "Saudamini", Plot No. 2, Sector-29, Near IFFCO Chowk, Gurgaon (Haryana)- 122001 , India 
Ph. No.: 0124-2571957, E-mail: hltayalgpowergridindia. com 


SATISH KAUSHIK 


IT-10 YEARS OF THE DOTCOM BUST 








Rohit Anand, 39 
TODAY: Managing Director of his 
second start-up, Value Edge. 


2000: Founder of smartbahu.com. 


n the world of entrepreneurs, there is a 

"small world" syndrome. One of Rohit 

Anand's teachers, while he pursued his 
first MBA from IMT Ghaziabad, was Sanjeev 
Bikhchandani, ceo, Info Edge. When Anand 
graduated from mr in the mid-1990s, he had 
two offers—one from Bikhchandani and ano- 
ther from Ranbaxy. Unsure of whether he 
wanted to join a start-up, he chose Ranbaxy. 
But the lure of a start-up got the better of him 
and, after a few years at Ranbaxy, Anand set 
up smartbahu.com in late 1999, 

"The Internet was booming and | des- 
igned the site as a sort of business-to-con- 
sumer portal, targeting young housewives. 
The idea was to get eyeballs and we got 
eyeballs. In fact, we were doing quite well on 
that front," Anand admits, "but we were 
just burning through money, we had a 
cash-loss situation month on month. We 
never had enough funding, and by 2001, 
I had to leave." 
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“i Failed and | Learned" 





Anand admits that he has thought of 
the failure several times over the past decade, 
but he did not dwell on it for too long. Instead, 
he applied to do a second management 
degree from famous French business school 
INSEAD. "After I finished my degree and went 
to apply for jobs, I discovered that many 
people did not look at my business failure 
as a bad thing. In fact, the person who hired 
me at Amgen thought it gave me more 
determination to succeed." 

After six years in Europe working for 
Amgen and Sanofi-aventis, Anand came back 
to India in 2007 with American biotechnology 
firm Biogen Idec. And he learnt, "I got a world- 
class education and I got international expo- 
sure. Could I do what I am doing today with- 
out learning all this? I doubt it." 

In 2009, an "older, wiser" Anand, now 
with some grey hair on his head and enough 
of a fiscal cushion, set up his second start-up. 
Not a dotcom this time, but an outsourced 
research firm, in an area who knows well— 
pharmaceuticals and biotechnology. 

“I founded Value Edge Research Services 
to provide lower-cost, but high quality research 
to pharmaceutical companies," he says. "This 
is an area I know well through years of 
experience, and my earlier experiences with a 
start-up taught me the importance of money. 
While we don't have funding today, because 
I don't feel it is the right time, we are cash-flow 
positive and business is doing well." 

They say to be a phoenix that can rise 
from the ashes, you have to burn first. Anand 
may have been singed before, but things 
have never looked better. © 

KUSHAN MITRA 
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FINANCE-LONDON 








Feb. 11, 7 a.m., Copthall Avenue, 

London: It is a typical. cold London 

morning outside. In the heart of the 
City, London's financial district, the 
streets have yet to fill up. As I plan 
my return after three days of meet- 
ings, a headline in the morning pa- 

pers jumps out. The $1.78-billion 

l'ravelport public offer has been called 
olf following poor response from in- 
vestors. Just three days ago, officials of 
the London Stock Exchange had held 
up Travelport as one of the big offers to 
expect in 2010. 
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Dateline ondon: The financial centre w | 
o» stave off “mistaken regulation 


That's London for vou. There is 
the continued uncertainty of the down- 
turn, highlighted by Travelport. And 
there is the bustle of a resilient city 
that has seen more downturns than 
any other, and has reinvented itself 

each time. 

As I make my way to the airport, | 
recall Geoff, the cab driver I had met on 
the first day. He seemed to symbolise 
the spirit of London's services-driven 
economy —seeing a link between his 
own prosperity and that of the thou- 


sands of tourists and business travellers 
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€ London's share of the UK's 


gross value added is 19%. 


€ London does 36% of world 
foreign exchange trading. 


@ The UK is Europe's largest 
investment banking centre 
(over half the activity). 


@ The UK is second only to 
the US in fund management. 
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who flock to it every day. The UK econ- 
omy thrives on professional services, of 
which financial services are the cen- 
trepiece. In 2008, professional services, 
including financial services, gener- 
ated a trade surplus of more than £4 3 
billion for the UK. 

No surprise then that the UK was 
more severely hit by the 2008 financial 
crisis than any other industrialised 
nation. End-January had brought some 
cheer when the economy looked up 
(by 0.1 per cent) after six consecutive 
quarters of decline that marked the 
longest UK recession on record. Yet, it 
was the last economy in the industri- 
alised world to make it back to growth. 


Feb. 10, 10.30 a.m., Bank of 
England: While releasing the quar- 
terly inflation report, Bank of England 
Governor Mervyn King said a gradual 
recovery seems to be in prospect. "...it 
is hard to be sure how strong or sus- 
tained the recovery in spending will 
prove to be," King said. 

So will the UK never lose its AAA rat- 
ing? King retorts: "...never is a dan- 
gerous thing to say, but I cannot think 
of any reason why the uk should lose 
it,” before adding. "We're in a strong 
position, and it's ours to lose. All we 
have to do is to behave sensibly..." 

That statement sums up the co- 
nundrum facing the UK as it balances 
the challenges—slow consumption 
and high fiscal deficit, coupled with 
the fact that its economy has multiple 
linkages to overseas developments. 
Hence, as a summer election looms 
large, political expediency requires 
tough talk. And politicians are not 
sparing any firepower, especially in 
targeting banks. 





Feb. 9, 2 p.m. Cabinet 
Office, Whitehall: As | 
rushed from Southhall to 
Westminster, the news- 


wires were abuzz with the resignation 
of Hector Sants, ceo of the Financial 
Services Authority. The Conservatives. 
tipped to win the elections, believe the 
FSA's role should be reabsorbed in the 
other regulators. At Whitehall, 
Baroness Shriti 
Vadera, advisor 
to the G20 
chair, the Rep- 
ublic of Korea, is 
now one of the 
most important 
links with the 
emerging world. 
"It is difficult if 
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different national 
agendas, but... our shared interest 
is our national interest," she says. 
Earlier in the day, Avtar Lit, 
Chairman of Sunrise Radio Group. 
says 2010 is looking better than 
2008 and 2009. But, he says, young 
British Asians are trying to brush 
up their Hindi and Chinese for the in- 
evitable rise of the East ahead. 


Feb. 8, 5 p.m., Pinners Hall, Old 
Broad Street: Sally J. Scuit, Deputy 
Chief Executive, British Banks 
Association and mp, International 
Banking Federation, believes that reg- 
ulatory changes for banks will need 
concomitant social change. Many 
young people were used to buving a 
home entirely with loans. Now, such 
people may have to save up. 

Scutt says the obsession with 
bankers' pay is part of a seismic change 
in attitudes. The whole ethos "...will 
change and it will change forever. 
There has to be a balance between 
excess and real and proper remuner- 
ation for what is serious, economic 
activity." she adds. 

Naturally then, Stuart Fraser. 
Chairman of the Policy and Resources 
Committee, City of London 


to let: A sign of the uncertain times 


Corporation, worries about "mistaken 
regulation". Currently, the gu is deb- 
ating amendments to a law to regulate 
hedge funds. 75 per cent of which 
are based out of London. 

Alan Jenkins, 
chairman of law 
firm Eversheds, 

has sensed this 
anxiety in 
many of his 
clients. "...funds 
are exploring 
options about 
relocating to 


The Square 
Mie: The heart of the financial ett 


what are seen to be friendlier destina- 
tions... There is enormous pressure to 
raise the standard of regulation." 

Yet the lure of London remains. 
Vikas Seth, mp of Investment Banking 
Department, Credit Suisse, says 
London remains "a city conducive to 
making deals". 

Will imminent tax and regula- 
tory changes impair London's com- 
petitiveness as an international fi- 
nance centre: Fraser shrugs off such 
concerns as he believes that the real 
threats are from places such as 
Singapore and Shanghai, but that 
won't happen before another 20 vears. 
So maybe Geoff the cab driver had 
got it right for the long-term. 


(The travel for this story was sponsored 
by City of London Corporation) 


“There has to be a balance between excess andvealand 
proper remuneration for what is serious, economic activity” 


SALLY J. SCUTT, Deputy Chief Executive, British Banks Association and MD, International Banking Federation 
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A meeting of minds: (Left to R) Gaurav Gupta, 
Country Manager, Everest Research; Pramod 

asin, CEO & MD, Genpact and Chairman of i 
NASSCOM; Paul Hermelin, Managing Director, 
Eapgemini; Girish S. Paranjpe, Joint CEO, Wipro at 

he NASSCOM India Leadership Summit in Mumbai 





The Indian IT 
companies are in 
the midst of a 
radical transforma- 
tion as they move 
away from being 
software vendors 
to partners of their 
clients, a recent 
BT-Nasscom 
discussion finds. 


J al j HR 
months, the Indian r7 


industry suflered its 
worst slowdown as 
customers across the 
globe cut back spend- 
ing. Despite dire tid- 
ings from several quarters, including NASS 


COM'S, the industry expects to grow by 






] 3-1 5 per cent this fiscal, if Wits UIS SONS 
of optimism that struck a chord at the recent 


BT-NASSCOM panel discussion in which pan- 


IS IN THE MIDST OF 


= Director, Capgemini—spoke of moving be 
Ae > yond cost-cutting measures and in reasing 
= efficiency to exploring new business models 
| "n 3 and investing in new markets. BT's Rahul 
* Sachitanand moderated the discussion 
à held on the sidelines of Nasscom India 
3 Leadership Forum. 


ellists—Pramod Bhasin. (ro & MD. 


Genpact and Chairman of Nasscom, Girish 


| 


S. Paranjpe. Joint cro, Wipro, Gaurav 
Gupta, Country Manager, } 


'Crest 


Research and Paul Hermelin, Managing 
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India's IT industry seems to have 
seen out the worst of the slow- 
down. What's the outlook now? 
Paranjpe: The five per cent growth 
figure estimated by NASSCOM is for fiscal 
2010; for the next year, they are more 
optimistic. Growth needs to return to 
financial services, where the spend on 
IT (as a percentage of revenue) is over 
LO per cent compared to 2-3 per cent 
elsewhere. 

Hermelin: With clients moving from 
capex to opex (preferring regular op- 
erating costs over large upfront capi- 
tal costs) and vendors charging per use 
and "variabalising" costs, we will start 
to see investment and growth. 
Bhasin: The current restructuring 
of banks and financial companies 
as also the pressure to become more 
efficient will create new opportuni- 
ties over the next few years. 
Gupta: The widespread M&A activity 
will create a new source of business. 


Paul, How difficult is the transi- 
tion to a non-linear business 
model for Indian IT? 

Hermelin: We were historically in 
a pull mode rather than push mode. 
Instead of going to customers and 
building specific solutions for them, the 
challenge now is to move to push 
mode where companies will build so- 
lutions proactively and push these 
solutions to customers. We can build 
platforms and have multiple customers 
use these solutions. 


Girish, What are the new emerging 
opportunities for Indian IT? 

Paranjpe: Clients want to stay light 
and are averse to cash and capital out- 
lays. This leads to a variable model 
both for costs and headcount. Our cus- 
tomers are relooking at what is core and 
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non-core, what can be done internally 
and what can be outsourced. Areas 
such as credit card outsourcing, F&A 
outsourcing, which were traditionally 
considered core to a financial services 
business, are no longer so. People now 
want to give you more "core" work, but 
they want you to deliver it as a service 
and incur minimal fixed costs. 


How ready is the industry for such 
a transformation? 

Bhasin: You can buy banking serv- 
ices, courier services and services in fi- 
nance and accounting. supply chain 
and lots of other areas. There is a lot of 
innovation that we pick up along the 
wav. I can serve my domestic clients 








30-40 per cent cheaper than my in- 
ternational clients. Taking that and 
applying it to international clients 
will alter costs radically. 

Hermelin: But we are accustomed to 
measure on margins. If we go for pay 
per use model, with pre-investment, 
then we have to measure perform- 
ance based on return on capital em- 
ployed, which we don't know how 
to go about properly. We will have 
to share risks and rewards. 

Gupta: | think business models are go- 
ing to change. But, some areas such as 
engineering services have struggled 
because companies need to consider 
how their customers will manage and 
procure these services. 

Hermelin: We tried to release a 






solution as a package and we failed. 
Why? Because, unlike package ven- 
dors, we don't have the background 
to provision and support them. We 
will yet be services factories, but in a 
world which will also have templates, 
with partially reusable solutions. We 
will enter the world of reusability 
but not become package vendors. 
These are different metrics. 
Bhasin: There will be many players 
in this mix. Buying out assets, as 
we fight for share, will become an in- 
creasing possibility... 


What's all this talk 
about building plat- 
forms and 


delivering services to 
customers off them? 
Paranjpe: In India, where 
we do a lot of systems in- 
tegration work, we can 
find structures where we can be 
responsible for the outcome—as a 
service—and for a refresh of the assets 
at a certain point in time. We don't 
need to own the assets. Saving plat- 
form and saving products is not the 
same thing. What may be a mid path 
is the shared services model, where we 
don't share with 500 clients 
necessarily, but share with five rather 
than only one. 

Hermelin: When you hear software- 
as-a-service, someone has to invest, 
which few companies want to do. The 
usual dream is to have a customer 
give you a back office, re-engineer it 
and offer services as a platform. That 
never happens, because the cost of 
winning the next customer is expen- 
sive. We will move from being a sys- 
tem integrator to a technology or- 
chestrator. 
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Paul, What are clients around the 
world telling you on the issues of 
platforms and shared services? 
Hermelin: There is optimism because 
we have grown our pipeline...there is a 
big wave of new projects in the pipeline. 
Bhasin: The number of signings 
and pipeline have both gone up for 
us, especially with new customers in 
the mid-market (sub $5 billion). 
Signings with Brsi customers have 
gone up and in India we have tripled 
growth rate from 5-15 per cent. But 
is it going back to the glory days? 
No. If you listened to the likes of 
Stephen Roach, you'd realise that 
US consumer spending won't come 
back for three years. There are 
brand new markets ripe for the pick- 
ing. Japan, for example is completely 
under-penetrated. 

Gupta: The market will not bounce 
back to 30 per cent growth rate any 
time soon but signs of recovery are 
evident. If you look at the signings in 
the last quarter of 2009, the numbers 
were flat and not down. If you look 
at the number of new centres being set 
up, the numbers were the largest for a 
long time, with over 100 centres being 
established. The next wave is getting to 
the hard-to-get-fruit. 


How do you equip yourself to deal 

with this rapidly changing industry? 
Bhasin: Many of us in the Indian in- 
dustry have grown up with a differ- 
ent model—cost, labour arbitrage 
and butts-on-seats—but frankly 
those days went away five years 
ago. Customers will prevent us from 
commoditising and not adding any 
value. If you look at the people we're 
hiring. it's changing. We're hiring 
domain experts, consulting folk and 
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re-engineering experts. 

Hermelin: Our customers now know 
ofthe talent in emerging countries and 
they are no longer willing to pay for 
expensive overheads at western salary 
levels. Don't try to defend your own 
old position. That's over. 


So, where will the next round of 
growth come from? 

Bhasin: In healthcare, the solution to 
the us healthcare problem may lie in 
India. It may lie in the cloud, small 
mini ERP systems.... 

Gupta: People will stop measuring 
success by how large your shop is. 
The ones who make an impact on a 
customer's business will benefit. The 


focus has moved to transitioning your 
clients’ business. 


How big are these opportunities? 
Hermelin: Every cio has to show his 
boss that he has a cloud strategy in 
place. The web 2.0, social networking 
and interaction are areas where we 
have not seen many rich applications. 
Gupta: There is a massive opportu- 
nity in digitisation of healthcare. There 
are spin-off opportunities in analytics 
and remote management from this. It 
will unleash another wave of process- 
ing opportunities. 

Bhasin: You need technology, 
process, domain capabilities coupled 
with broadband, cloud computing, 






etc, to devise unique ways of reaching 
consumers. Tomorrow, we may be 
able to provide a semi-customised 
model to serve suas, which is what 
they need. 

Paranjpe: Growth will happen from 
emerging markets, new sectors such 
as healthcare and government, and 
from SMBs. 


Where do you see Indian IT 10 
years down the line? 

Paranjpe: | think there will be just 8-10 
players who will have a majority share 
of the market. The work 
the industry undertakes will 
be more complex, partner- 
ships with clients will be 





much deeper and a different 
model will become preva- 
lent for emerging markets. 
Gupta: There will be a lot 
more modularity and flex- 
ibility in the way services are bought. 
Also, we need to keep an eye out for 
China, from where the next big threat 
and opportunity could come. 
Hermelin: We will place bigger bets 
on intellectual property and will cre- 
ate a model of revenue generation 
based on solutions that have partial 
reusability. 

Bhasin: The speed of change will 
be greater in the next 10 years than 
it was in the past 10. All of us will go 
to China and Latin America. There 
will be significant innovation around 
areas such as cloud computing, 
Internet applications, web 2.0 and 
process expertise. All of this will mean 
that the tr industry—expected to 
be $225-300 billion in size by 
2020—will have a bunch of com- 
panies out there with revenues of 
$ 15-20 billion. © 
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Union Home Minister 
Among the most prominent cabinet ministers of 
the United Progressive Alliance, P. Chidambaram's 
achievements at the Ministry of Finance are 
legendary. He was entrusted with Home Affairs 
after the 26/11 terror attacks on Mumbai. 


Nitish Kumar 

Chief Minister, Bihar 

Described as a politician, social worker, 
agriculturist and an engineer, Nitish Kumar is Bt fE. 
a man of multiple talents. He is widely credited tee 
for singlehandedly bringing development 3 s 
politics to the centrestage in Bihar. 


Jairam Ramesh 


Minister of State for Environment & Forest s f 
Member of the National Advisory Council, Jairam 11 
Ramesh has shaped India's strategy to combat climate 
change. He has written numerous key reports on 
energy, technology and other diverse issues. 













Politicians who provide hope and inspiration: this indeed is the future. A Home Minister with 
unique credibility who plans to create an internal security environment that reflects 
the modernity of India. An industrialist who brings his expertise to urban infrastructure. A 
leader who emerged as the strongest voice of developing nations on the international stage. 
A radical politician who brought development politics to unruly Bihar. And one who is 
known as Mr Green. These politicians truly represent the can-do attitude of young India. 
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President, BJP 
The youngest BJP President at 52, 
Nitin Gadkari is a businessman, a 

technocrat and a practicing grass 
roots politician. He is best known 
for successfully improving urban 

infrastructure in Maharashtra. 
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Minister of Road 
Transport & Highways 
A rare Indian politician 
who manages to blend 
good economics and 
good politics successfully, 
Kamal Nath introduced 
the concept of Special 
Economic Zones to 
promote investment 

and employment. 
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Back in the Reckoning 


FMCG majors offer the entire spectrum of experience. Good news: Hiring is on. 


ergers & acquisi- 
tions, growth across 
categories and agg- 
ressive plans are all heralding 
the comeback of fast mov- 
ing consumer goods (FMCG) 
industry. According to the 
Nielsen Campus Track- 
B-school Survey, FMCG has 
emerged as the career of 
choice for this year’s man- 
agement graduates. What's 
more, the compensation exp- 
ectations amongst fresh 
graduates is also inching up. 
The basic minimum that stu- 
dents from premier league 
B-schools expect is Rs 14.6 
lakh this vear, as against Rs 14 lakh 
last vear. Salary expectation from a for- 
eign company is almost twice than 
that from an Indian company—which 
means that junior-level salaries there 





are expected to be Rs 10 lakh. 

So. what's accounting for this ren- 
aissance? "People have realised that 
rMcG has not suffered any losses in 
the downturn and this is a stable cat- 
egory to be in," says Ashutosh 
Khanna, Partner, Korn/Ferry 
International. Also, traditionally, this 
industry has always been the foun- 
tainhead of talent and most segments 
such as telecom, rr. and insurance 
source their senior staff from this 
space. "This is not likely to change in 
the future as well. Besides, few other 
categories offer the robust experience 
that one tends to acquire in sales & 











FACTBOX 


wuo's wigiuc: PepsiCo, Coca-Cola, 
Dabur, GSKCH, HUL, Nestle, ITC Foods. 


AT WHAT SALARIES: Junior-mid (Rs 10-25 
lakh); GM, Associate VP & VP (Rs 25-60 
lakh); Senior (Rs 60 lakh and above). 


WHAT 15 THE DEMAND: The $25-billion FMCG 
market is witnessing a 12% growth. 

This sector is likely to need 10,000 

people across various levels in the next 
three years. 

Sc a ple) eS oe 52 es ie 


marketing front with FMCG compa- 
nies,” says Khanna. 

Specifically, the frontline staff is 
the biggest area of need. “We have 
been hiring all through last year and 
will continue to do so this year as well. 
The need for frontline staff is critical,” 
says Pavan Bhatia, vP (HR), PepsiCo 


India. According to Sunil 
Goel, Partner, Global Hunt, 
the need for talent is gaining 
momentum as most MNCS 
that follow the calendar year 
are firming up recruitment 
plans. “They know that 
growth is happening in these 
regions and are not stinting 
any effort in recruiting tal- 
ent—especially in the mid- 
and junior level,” he says. 
For senior-level recruit- 
ments, though, the industry 
has started to get more per- 
snickety. “This industry needs 
specialised talent: especially 
people who have specific 


VHHJIIN NVAIA 


skills—be it in logistics and supply 
chain, or people who understand the 
digital media, for instance. Besides, we 
need to build our leadership pipeline. in 
anticipation of the growth that we 
foresee for ourselves,” says Bhatia. 
With the industry tipped to grow 
at 12 per cent, there is no looking 
back. India is on the threshold of a 
structural uplift in consumer dem- 
and, states a Motilal Oswal report 
on the rMcG segment. “We are app- 
roaching the inflexion point at which 
the impact of rising per capita 
income. favourable demographics, 
changing lifestyle and growing rural 
prosperity will combine to accelerate 
the rMcG sector's growth rate," says 
Amnish Aggarwal, FMCG Analyst, 
Motilal Oswal. © 
SHAMNI PANDI 
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TATA Technologies Ltd. 

Global Bid Response Lead 

Location: Pune 

Job ID: 7924376 

Description: Work with the existing bid 
response process to refine and standardize the 
processes, tools/ methods used for bid 
preparation and submission. 


TATA Projects Ltd 

Deputy Business Head - Power Generation 
Location: Hyderabad 

Job ID: 7849025 

Description: Responsible for overall 
management of SBU for sustained growth, 
profitability and consistent achievement of 
business targets etc. 


Yahoo Software Development India Pvt 
Ltd 

Sr. Engineering Manager 

Location: Bangalore 

Job ID: 7708850 

Description: Technical experience and 
understanding of: Highly available, scalable and 
performing internet systems etc. 


Infotech Enterprises Limited 

COE Head - Engincering Services 

Location: Hyderabad 

Job ID: 7928067 

Description: Experience in engineering 
service & product development; must have 
managed large team in Aerospace/ 
Automotive/ Medical etc. 


jobs logon to 


www.monster.com >> Type the Job ID in t! 


GENPACT x 


Jw Derome we” 





9 MOLD-TEK 
< Technolypies Limited 











| Genpact 


Business Development Manager 
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India. 
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Job ID: 7888512 
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Energy companies manufacturers 
consulting — that are involved in wind tur 
design and development. 
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Assistant General Manager 

Location: Pune & Jamshedpur 

Job ID: 7922764 

Description: Responsible for manageme: 
the testing and validation of all prototyp 
commercial vehicles; performance review 


McAfee Software India Pvt Ltd. 

Senior Development Manager - NSBU 
Location: Bangalore 

Job ID: 7921404 
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IPsoft India Pvt Ltd Oracle Financial Services Software Ltd 
Senior Oracle DBA (Oracle Streams / RAC) Sr Java Developer 
Location: Bangalore . Location: Mumbai 

Ie... 55 Job ID. 7907607 
Description: Exp. in Production Support. Description: Person must have hands on 
Streams/RAC, Data Guard, RMAN. Exp in US experience in core Java, thorough in OOPS 
isa Plus. Strong skills in Unix. concepts, webservices, RMI concept etc. 


Impetus Infotech India Pvt Ltd 


Java Architect Capgemini | | 
Location: Noida Microsoft Senior Technical Architect 
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mpetus Description: 7+ yrs of industry experience. morania | JObMD: 7938110 


Description: Knowledge and exp. of working 
on .NET framework 3.5, 3.0, 2.0, 1.1, WPF, 
WCF, WF, Silverlight, ASP.NET, SharePoint 


Exposure to have architected/ designed 2 
enterprise class solutions independently. ability 
to perform tech. & tool evaluations & writing 


technical reports. etc. 
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| ——— IPsoft India Pvt Ltd 
Peoplesoft HCM/HRMS Consultant Motorola India Pvt. Ltd 
Location: Bangalore Project Manager 
" " ob ID: 7826439 Location: Gurgaon 
i SOFT J ; Q mororora Job ID: 7937392 


Description: Lead the implementation of 
PeopleSoft HRMS applications & have in 


depth understanding of PeopleSoft HCM related equipment, telecom technol EV, APCO 
Radio Trunking systems ctc. 


Description: PMI certification, exp. in RF, IT 





application etc. 

| Cambridge Solutions Ltd Wipro Technologies 
Senior Technical Lead Programme Mgr-L2 
Location: Bangalore Location: Bangalore 
Job ID: 7939139 Job ID: 7932478 

| Description: Strong experience in end to end Description: Responsible for managing a 
application development and implementation, Applying Thought large program involving multiple 

—— Oracle D2K, TOAD and Oracle 9i/10g/11g : —  vwendors/partners and multi-geos for a single 

databases. customer. 
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Mold-Tek Technologies Limited 

General Manager — Marketing & Sales 
Location: Hyderabad 

Job ID: 7787685 

Description: Provide leadership in the area of 
marketing in the organization by directing and 
managing the sales team, 
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Sales Manager 

Location: Vijayawada 

Job ID: 7713241 

Description: Sales manager with home loan or 
LAP (loan against property), working as a 
Relationship Manager with any financial 
institution in home loans and LAP. 


WNS Global Services 

WNS KPO - Market Research 

Location: Pune 

Job ID: 7839103 

Description: The person will be involved in 
conducting telephonic interviews as per client 


request using PUTTY Application. 


Infotech Enterprises Limited 

Sales Manager 

Location: Bangalore & Hyderabad 

Job ID: 7170123 

Description: Responsible for establishing, 
developing and closing business opportunities 
for ASIC Design and Embedded software 
development services. 
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Honeywell Automation 

AsstSales Manager 

Location: Gurgaon 

Job ID: 7489559 

Description: Responsible for sales of serv 
contracts for O& M services; Prospe 
generations & market development etc. 


Tata Teleservices Limited 
Channel Sales Manager 
Location: Madurai 


| JobID:7670560 


Description: Must have 4+ yrs of exp 
selling Staffing, Compliance & Payroll servis 
to major corporate. Sales Manager openit 
also for Delhi, Mumbai, Kolkata & Bangalor 


SIEMENS 
Sr. Executive - Sales / Marketing 
Location: Baroda 


Job ID: 7566273 


Description: Manage the P&L (OV, TO, SN 
product & business development for t 
Baroda SST fleet, global fleet marketi: 
communication etc. 


The Tata Power Company Ltd. 

Marketing Manager 

Location: Mumbai 

Job ID: 7917470 

Description: Identify and translate mark 
opportunities into actionabl 
recommendations that enable the organizatic 
drive incremental revenue, 
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Infotech Enterprises Limited Tesco India 
DGM-Finance & Accounts Chartered Accountant 
Location: Hyderabad TESCO Location: Bangalore 


| nfotech Job ID: 7870231 a me — À | Job ID: 7902755 


Hindustan Service Centre 


Creating Busness Impact Description: Managing financial risks of the Description: Streamline processes to be 
business, financial planning, treasury and Audit- Fit and audit ready over a period of 
investors relations management etc. "IP time. Identification of gaps post testing of 

controls etc. 
Syntel Inc. SIEMENS 
Management Trainee Executive - Commercial 
zuN"rzL Location: Mumbai SIEMENS Location: Goa 
* Consider IT Don Job ID: 7409342 Job ID: 7599163 
Description: Commerce graduate with AMFI Description: Experience in product costing, 
/ NCFM certifications and knowledge of MIS, financial accounting, audits, commercial 
capitalmarkets / mutualfundset. — | | I  — activities of factory; knowledge of SAP. 
Mold-Tek Technologies Limited Tata Consultancy Services Ltd. 
AGM/DGM-Finance & Accounts Transactions Processing Executive 
B. MOLD-TeH Location: Hyderabad €» Location: Chennai 
wéwsese ute: | Job ID: 7632392 cm commen (ne es 
Description: Knowledge on EOUs, exp. in Description: Exp. in accounts receivable and 
banking & ForEx and preparation, finalization payable, GL/ accounting; excellent 
& analvsis of financial statements etc. = communication/result orientation/ customer 
orientation. 
Genpact India Tata Teleservices Limited 


Taxation - Manager 

Location: Mumbai 

Job ID: 7804636 

Description: Looking for commerce 
graduate, hard worker with 5 year experience in 
indirect taxation. 


Process Developer (Finance & Accounting) 
" Location: Jaipur 
GENPACT Job ID: 6792636 
Description: Audit of loan/lease documents; 
preparing of invoices; working on general 
ETT accounts; forecast planning etc. 
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onsider this: You invested 
Rs 2 lakh in a bank fixed 
deposit in December 
2008 at an annual 
interest rate of 7 per cent. 
A year later, you got Rs 2,14,000 
in hand. But that amount was just 
worth Rs 1,97,235 then! The bank 
didn't shrink your money. So, who 
did it? 

The culprit here was inflation 
that had surreptitiously gnawed into 
your investments. Given that the 
rate of inflation for urban Indians 
(CPI-UNME) was at 15.5 per cent in 
December 2009, when it was sub- 
tracted from the 7 per cent rate of 
return that your investment earned 
from the bank, you got an effective 
return of minus 8.5 per cent. Little 


"Over the long haul, the risk of 
inflation to your investments 
outstrips all other risks” 


Hemant Rustagi, CEO, Wiseinvest Advisors 


surprise that your investment had 
shrunk so substantially. 

Now, if that is the toll inflation 
takes on your investment in one year, 
imagine what it can do to your sav- 
ings over a longer period. In fact, it is 
estimated that a 6 per cent rate of 
inflation will simply halve the pur- 
chasing power of your money in 12 
years. In other words, in 12 years it 
would take twice as much money 
to purchase the same goods and serv- 
ices as it would today. Says Hemant 
Rustagi, ceo, Wiseinvest Advisors: 
"Over the long haul, the risk of in- 
flation to your investments outstrips 
all other risks, including capital risk." 
(see Experts' Take, pg 178.) 

Yet. the irony is that most people 
exhibit an anachronistic behaviour 
when dealing with inflation. As con- 


MONEY-INFLATION 


sumers, most of us are acutely aware 
of the effects of price rise on our cost 
of living and even take appropriate 
steps to deal with the crisis. But as in- 
vestors, we very often forget to align 
our investments with future con- 
sumption. "Indians do not account 
for inflation in financial planning, 
especially for long-term goals," con- 
curs Saibal Ghosh, cio, Aegon 
Religare Life Insurance. 

One explanation for such be- 
haviour could be that the gnawing ef- 
fects of inflation on investments are 
not immediately apparent. Another 
could be general financial illiteracy. 
“People laugh when we talk to them 
about including inflation in their fi- 
nancial planning,” says Rustagi. 

However, the recent roiling 





inflation should alert investors to fac- 
tor in high inflation when planning 
for the future. Over the past year, the 
prices of foodgrains, pulses, vegetables 
and spices have more than doubled 
along with the cost of several services 
and education, forcing many whose 
incomes have not kept pace with the 
increase in prices to dip into their 
Savings to meet key expenses. After re- 
tirement, savings will be the only in- 
come for most and, therefore, it's all 
the more important that they be 
hedged against inflation. 

But what are the ways in which 
you can hedge your investments 
against inflation? A good invest- 
ment protection for inflation imp- 
licitly cushions future consumption 
Írom price increases. The first step, 
then. is to determine the rate of in- 
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MONEY-INFLATION 


PORTFOLIO AS A HEDGE 


A well-planned portfolio for the different stages of your life can give inflation-beating returns. 





flation to be taken into account. Since 
the rate of inflation varies for different 
products and services and over dif- 
ferent points in time, one needs to 
factor in different rates for different 
types of investments. So, for instance, 
when planning for your child's ed- 
ucation, you need to roughly figure 
out the increase in the cost of educa- 
tion and the time when you want it 
before working out the amount that 
would be needed. If a professional 
degree costs Rs 10 lakh today and if 
you assume that the cost of education 


| "A 








will rise 8 per cent annually, then 
12 years down the line the same 
course would cost over Rs 25 lakh. 

A faulty projection of inflation, on 
the other hand, can make your plans 
go awry. A 15-20 year life insurance 
policy with a Rs 1-2 lakh cover was 
popular in the '80s and early '90s. 
But at today's cost and standards of liv- 
ing. that amount won't feed a family 
for more than a few months if the in- 
sured person passes away. 
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Inflation planning also requires 
reviewing the inflation rate at least 
once a year and revising your rate 
estimates accordingly. "For both mid- 
and long-term goals consider the 
average of cp! and wp! and review 
once a year," says Ghosh. 

Once an inflation rate is factored 
in, the thumb rule is to ensure that 
you earn more than the current rate 
of inflation on your combined in- 
vestment. That's because the real 
rate of return on your investment is 
what remains after subtracting the in- 


well-planned portfolio... can 
, fetch decent ‘real’ returns over a 


longer period of time” 


Pallav Sinha, MD & CEO, Fullerton Securities & Wealth Advisors 


flation rate from your rate of return. 
A few insurance companies offer an 
indexation option to minimise the ef- 
fect of inflation (see Insure Against 
Inflation). But there are some invest- 
ments that have proven better than 
others in beating inflation, like stocks, 
gold and real estate; these are great for 
inflation-hedging but are also risky. 
"Over the long term, equity is a good 
hedge against inflation. Gold and real 
estate can be in your portfolio to neu- 


PARENT'S AGE 35 40 45 ie BO 
CHILD'SAGE = 5 10 15 «$29. 
YEARS TO RETIREMENT 25 20 5 PE i2 
. . ASSET ALLOCATION 
mCHILD PLAN 50% 25% 25% 50% 
m RETIREMENT PLAN 0 25% 25% 0 
m EQUITY & DEBT 35% 35% 35% 35% 
me mpm mp appe reps repe epe a 
m PF 15% 15% 15% 15% 


tralise the impact of inflation. But 
with debt-based (fixed return) in- 
vestment one can be sure one will 
never beat inflation and may have a 
negative return,” says Rustagi. 

The Indian government has for 
long been toying with the idea of in- 
troducing inflation-indexed securi- 
ties, which along with inflation-in- 
dexed annuities are popular in the 
developed markets. These options, 
when they come, will help investors 
fight inflation better. 

But most experts consider building 
an investment portfolio to be a safer 
bet. Says Pallav Sinha, MD & CEO, 
Fullerton Securities & Wealth 
Advisors: “A well-planned portfolio, 
consisting of a child plan, retirement 
plan, equities and debt with proac- 
tive asset allocation approach can 
fetch decent ‘real’ returns over a longer 
period of time." Within the portfolio, a 
good option is the age-based asset al- 
location model which is reviewed at 
regular intervals, taking into account 
various factors, including individual's 
age, inflation and risk tolerance. (See 
Portfolio as a Hedge. ) 

Investors have no option but to 
fight this many-headed monster and 
the best way to do it is to open several 
battle fronts by spreading their 
investments across asset classes. 


DSP BlackRock Mutual Fund 
Awarded 


Equity Fund House 
of The Year Award 


For the second consecutive year 


CNBC-TV18 CRISIL Mutual Fund Of The Year Awards 2010 


DSP BlackRock DSP BlackRock 
Top 100 Equity Fund - Winner Equity Fund - Winner 
Category: Large Cap Oriented Funds Category: Equity Diversified Funds 


Period: 1 year performance Period: 1 year performance 
ending Dec 31, 2009 ending Dec 31, 2009 


Past performance is no guarantee of future results. DSP BLACKROCK 
visit www.dspblackrock.com M U T U A L F U N D 





CNBC-TV18 — CRISIL Mutual Fund Of The Year Awards 2010 : DSP BlackRock Mutual Fund won the CNBC TV18 - CRISIL Mutual Fund of the Year Award in the Category — Equity Fund House of 
the Year. In total 37 fund houses were eligible for the award universe. The award is based on consistency of fund house's performance across the Large cap onented, Diversi $ Mid cay 
equity, ELSS, Index, Balanced, Consistent Equity and Consistent Balanced categones in the four quarterly CRISIL CPR rankings released during the : Calendar year 2009. The 


ranks for their schemes were aggregated on a weighted average basis to arrive at the final ranks for fund houses. DSP BlackRock Top 100 Equi Fund was among the only t " 

CNBC TV18 - CRISIL Mutual Fund of the Year Award in the Large Cap Oriented Funds category. In total 24 schemes were eligible for the award universe. DSP BlackRock Equity 

only two schemes that won the CNBC TV18 - CRISIL Mutual Fund of the Year Award in the Equity Diversified Funds category. In total 66 schemes were eub ior the award universe. Schemes prese 
3l four quarterly CRISIL CPRs were considered for the award. The award is based on consistency of the scheme's performance in the four quarterly CRISIL CPR rankings release 


year 2009. The individual CRISIL CPR parameter scores averaged for the four quarters were further multiplied by the parameter weights as per the CRISIL CPR methodology ! 

The ranking does not take into account any sales charge. A detailed methodology of the CRISIL CPR is available at www.crsillundservices.com. Past performance is no quarante tun 
Rankings and Award Source: CRISIL FundServices, CRISIL Lid. DSP BlackRock Top 100 Equity Fund (DSPBRTEF) is an open ended growth Scheme, seeking to generate captal appreciatior 

Irom a portolo that is substantially constituted of equity securties and equity related securities of the 100 largest corporates, by market capitalisation, listed in India Asset Allocation: £ juty & equity related 
securities: 90°c-100%%>; Debt, secuntised debt & money market securities: 0%>-10°%. DSP BlackRock Equity Fund (DSPBREF) is an open ended growth $ scheme, seeking to generate ong term capita 
appreciation, from a portfolio that is substantially constituted of equity securities and equity related securities of issuers domic wed in India. Asset Allocation: Equity & equity related secunties: 90°%-100 


Debt & money market securities: 0%-10°% (Debt securities/nstruments are deemed to include secuntised debts). Features: SIP only in Regular Pian, SWP & STP available in each pla i 
available, subject to applicable conditions as per the Statement of Additional Information (SAI) and Scheme Information ‘Seti ument (SID). Declaration of NAV on all Business Day 

within 3 Business Days. Sale and Redemption of Units on all Business Dow at Purchase Price and Redempton Price respectively. Minimum nve stment: Rs. 5,000- and Rs 1000+ thereafi 
PlanyRs. 5 crore am Rs. 1000/- thereafter (Inst. Plan) Entry load: NIL Exit load: Holding Period < 12 months: 1.00%, Holding period >= 12 months LL Statutory Details: | cx M 


was set up as a Trust and the settlors/sponsors are DSP ADIKO Holdings Pt Lid. & DSP HMK Holdings Pvt. Ltd. (collectively) and BlackRock Inc. (Combined kability restrictie | iak iste 
DSP BlackRock: Trustee Company Pvt. Lid. investment Manager DSP BlackRock Investment Managers Pvt. Lid. Risk Factors: Mutual funds, like securitios investments, are subiect to market 
and other risks and there can be no assurance that the schemes' objectives will be achieved. As with any investment in securities, the NAV of Units issued under the schemes can go up 
sama quor. upra nns P Lunes Ean ohare Ai sponsor/AMC/mutual fund does not indicate the future performance of the sayi 


schemes are not being offered 2 guaranteed or assured rate of retum. Each scheme/plan iired to have (i) minimum 20 investors and (ii) no single investor holding 

por (i) X fuhiled within the prescribed time, the scheme/plan concemed will be wound up and in case of breach aforesaid point (0) at the end of the oresonbed penod, tv Wy 
excess of 25 o of the corpus will 2e redeemed as per SEBI guidelines DSPBRTEF and DSPBREF are the names of the schemes and do notin any manner indicate the quality of the schemes 
Dii uamo propia cries For scheme specific risk factors, please refer the SID. For more details, please refer the Key Information Memorandum cum Appication Forms. whid 


the website, www.dspblackrock.com, and at the ISCs/Distributors. Please read the SID and SAI carefully before investing. 
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Experts' Take 


We spoke to four financial planners about how 
they use inflation in financial planning. 











Do clients know about In the past 3-5 years, What inflation rate do What inflation-hedging 

inflation accounting? have clients' incomes you use while planning investments do you 

Has the awareness kept pace with clients’ finances? Isit recommend to your 

increased recently? inflation? customised? clients during high 
inflation? 


Since it's an indirect 
cost, almost 50 per cent 


Yes. In the past couple 
of years, the income 


The average inflation 
rate we use is 6-7 per 


Equity and real estate 
give much higher 


of our clients don't levels have risen in cent. However, the returns than all other 
bother about inflation at double digits, which is normal rate doesn't asset classes. In the last 
the time of financial greater than the capture the entire list 10 years, the average 
planning. But in the last average inflation rates of expenses, so we returns for equity has 
Sanjay Matai c3 years, there has during the same period. often customise it. been over 15 per cent. 
Promoter, been a significant 
Wealth Architects change in perception. 
Although most clients On an average, the We take 6 per cent at We recommended a 
know about inflation incomes have gone up15 the time of doing the combination of three 
accounting, they focus per cent annually even basic calculations. The asset classes-real 
typically on the headline at the lower end. Thisis customisation process estate, gold and equity. 
inflation rate, which can way beyond the average takes into account But before taking a 
be misleading. The spike inflation rate. other major expenses plunge, one needs to 
Amar Pandit in prices of various com- such as lifestyle and be aware of valuations, 
CEO, modities has turned the education. risk, timing and 


My Financial Advisor 





spotlight on inflation. 


taxation issues. 


Clients don't think In the last five years, It varies from time to Any investment that 
about inflation while the rise inincomes has time. Usually, wetake 7 — can outperform the 
doing their financial outpaced the rise in per cent. Customisation inflation rate in the 
planning. In India, there inflation. The average is done on an individual long run. 
is not enough aware- difference has been in basis in which we take 
ness about inflation the range of 5-10 CPI as the benchmark. 

Surya Bhatia among investors. While ^ per cent. 

Principal Consultant, the awareness has 

Asset Managers increased, it's still not 
satisfactory. 
There is a fairly decent Income levels across We take long-term Investments such as 
awareness about different professions general inflation rate commodities perform 
inflation among have risen more than at 5 per cent. well in times of high 
individuals these days. the inflation in the Depending upon the inflation. They can be a 






^. 





A 


Rohit Sarin 
Founder Partner, 
Client Associates 





increasingly, clients 
want to know more 
about how inflation 
can affect their 
investments. 
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past few years. 


client's consumption 
basket, we customise 
the rate. 


part of the portfolio. 
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Digital photography 
overloading you and 
your computer? 
Google's latest itera- 
tion of Picasa should 
be able to help you. 


KUSHAN MITRA 


ebruary 2010 marked the 

20th anniversary of Adobe's 

Photoshop. a truly remark- 

able piece of software with- 
out which magazines like sr would 
look a lot worse. It was also prescient, 
as photography changed dramatically 
with the advent of the digital age. Mill- 
ions of amateur photographers were 
born, especially after mobile phones 
started sporting digital cameras. And. 
as storage prices crashed, people were 
not limited to the 36 photographs in a 
costly roll anymore, the average fam- 
ily vacation might generate a thou- 
sand photographs shot on multiple 
devices instead of the couple 
of rolls that would have been 
used a few years ago. 

Enough about the rev- 
olution; the problem lies in 
the organisation. Collating and 
storing images is a pain for most 
people. If you have a newish Apple 
computer, you would probably use 
the excellent iPhoto software, but on 
the pc, there was no option until 
Google's Picasa came about. It analy- 
ses your hard drive and stores images 
according to the date on which the 
folder was made and if the photo- 
graphs have image data, it could sort 
images by when they were taken. 

The latest iteration of Picasa (ver- 





o 


Lly Pt HOS 





Don't wart to name a face? 


Aophy Mark selected faces as. ignore Sep Mots Dad 


Face 


Name tag status: You have tagged 171 of 264 faces total and 89 of 147 in this album 


sion 3.6) has taken a feature previ- 
ously available on Picasa's Web version 
and added it to the free download ver- 
sion. This is facial recognition software. 
Now this is not a perfect piece of code, 
but it does make photo storage a lot 
easier. It works by analysing certain fac- 
ial features, we are not sure which. 
but it can include the position of the 
eyes, jaws, cheekbones, etc. Mark out a 
picture of one face once, try to use a lar- 
gish image of that person's face when 
you are marking it out, it can dramat- 
ically improve later results and Picasa 
then starts crawling through your fold- 
ers for all images of that person. As we 
said, it isn't perfect. but then 
again Picasa (like iPhoto, which 
has had the same feature for 
over a year) keeps on asking 
you to verify the face on images. 
The simple advantage of this, 

as most people would not have both- 
ered to even rename their image files, 
is that you easily find images featu ring 





certain people. Looking for images of 


you and your daughter? Just enter 
those two names and all the images 
with both of you in them pop up. No 
matter where they are on your com- 
puter. You can download Picasa from 
http://picasa.google.com and iPhoto is 
included in the iLife suite included 
with every new Mac. © 


€ Organising photographs 
any which way you want-Date 
taken; faces; tags; cameras and 
even with deadly accurate 
location data-if you're using 

a new mobile device with Global 
Positioning saved in the 
Exchangeable File Format (EXIF), 


€ Face 

software that (most of the time) 
allows you to quickly find 

and tag all pictures of a certain 
individual or pictures with two 
certain individuals. 


9 Allows you to make nice 
animated slideshows of your 
pictures with various fade-in 
fade-out effects and audio. 


€ And, best of all, software 

like Picasa (http//picasa.google 
com) for PC and iPhoto (included 
on all new Macs) are free. 
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AUTHOR: Yinglan Tan 


Nuggets for Entrepreneurs 


The book does a great job of explaining the intricacies 
of the venture capital sector to various stakeholders. 


SAURABH SRIVASTAVA 


enture Capital is 
a unique financial 
construct where 
investors make equity inv- 
estments in potentially 
high-growth but high- 
risk, innovative enter- 





Arpt at prises and, even though 
PRICE: Rs 1,600 the majority of these ven- 
tures fail, average a higher 


rate of return than any 
other class of investment. vc is a very young 
industry, barely 40 years old, and very poorly 
understood, which is a pity, as it has been 
instrumental in creating more entrepreneurs, 
innovation, wealth and employment than 
any other economic activity. 

This is why a book that seeks to explain the 
intricacies of this sector to the various stake- 
holders is always welcome. Yinglan Tan has 
done a great job of handling this unenviable 
task although, on occasion, the book does 
suffer from attempting to be all things to all peo- 
ple. While the book dwells more on would-be 
ves and ars and 1Ps than in a vc Fund, it does 
have some good nuggets for entrepreneurs. 

I thought I would pull some of these out 
and add my views for the benefit of the starry- 
eyed optimists hoping to create successful 
ventures. 

1. Be very clear and precise about the product 
or service, the target market, the pain point you 
plan to address, is it a "must-have" or just 
"nice to have" et al. 

2. Do ensure that the market for your oflering 
is large and rapidly growing, as this will allow 
your venture to grow to a significant size 
quickly. This also minimises risk. 

3. Make sure you understand what and who 
your competition is, how defensible your propo- 
sition is and remember that to succeed you 
must do something “different” or “differently”. 
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4. It is not necessary for a CEO to know every- 
thing but, before you seek investment, make 
sure that the top team collectively has the 
skills/experience that is required. 
5. All businesses are not appropriate for venture 
capital. One example: Life style businesses— 
which generate healthy profits but have “flat- 
tish" growth trajectories—are not suitable for 
vcs, who invest in high growth businesses that 
can go public or get acquired and give them a 
high return on their investment. Getting a Vc 
into a flat business can only lead to strife bet- 
ween the founders and the vc. 
6. Bankers look at your record, vcs at the 
future. vcs share the risk with the founders. so 
you should be willing and keen to involve 
them in your business as they want to add 
great value. If vou cannot treat the vc as a 
partner, do not raise venture capital. 
T. ^ vc Fund will need to exit its investment in 
an agreed time frame. You need to be pre- 
pared for what this entails, viz., taking the 
company public, agreeing to have it acquired. 
etc. Be transparent. vcs invest in hundreds of 
businesses and are very realistic in their 
expectations. They neither demand nor expect 
perfection and understand that things can go 
wrong. But they are very fixated on a high 
level of integrity and want the business run 
fairly and ethically even if they hold a minor- 
ity stake. So on no account be opaque or hide 
anything as vcs will discover this anyway 
and. once a trust is broken, the whole rela- 
tionship sours. 
8. Some of the world's most successful and 
iconic businesses have been made possible by 
vc investments so, go ahead take the risk and, 
if you do not succeed, try again. Remember you 
have not failed till you decide to give up! © 
The reviewer is Chairman, Indian 
Venture Capital Association, and 
Co-founder, Indian Angel Network 
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By Nan S. Russt 
Macmillan 
Pages: 239 
Price: Rs 265 
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There's a certain sense of pride in achieving things on your own merit. 
Whether it is the car you bought or the house you have planned to, 
Smartinvestor.in gives you access to create the life you want, the way you 
want it. By giving you easy and instant access to a bouquet of investment 
options. By bringing you insights into the market. By simplifying it into 
valuable knowledge that can fuel your dreams. By encouraging you to 
listen to your gut as much as to sound advice. Because no matter what, 


in the end, you're going to make it on your own. 


LOG ON TO 


Smartinvestor.in 
os EARN YOUR PRIDE mmm 


EXECUTIVE HEALTH 





Tempering Anger 


Staying cool helps you to work better and live healthier. nitya v 


o you experience frequent road 

rage: Does a poor job by a sub- 

ordinate whom you consider a 
nincompoop make you flare up? High 
levels of anger are actually the visible 
outcome of several negative emotions 
combined—a sense of fear; a deep sense 
of insecurity: depression, frustration— 
and the fuse gets blown, often violently, 
at the slightest provocation. 

Anger, particularly when you begin 
losing control of your reactions, is def- 
initely not good for your health—phys- 
ically and mentally. The Internet is 
overflowing with findings on effect of 
anger, both short-term and long-term. 
A short-term impact is indigestion—it 
either suppresses your hunger or leads 
to overeating. The long-term eflects can be fatal—heart attacks and stroke. 

Anger triggers the “fight or flight response”, those very same neuro chemicals that 
are activated during stress. This, in turn, leads to fatty plaques deposition in arteries 
or atherosclerosis. Also, depending on the intensity of the rages, electrical impulses 
of the heart get disrupted and provoke dangerous heart rhythm disturbances. 

According to Laura Kubzansky, Assistant Professor (Society, Human 
Development, Health) at the Harvard School of Public Health: “At a lifestyle level, 
anxious, depressed, angry people are more likely to smoke, less likely to engage in 
physical activity, have poor nutritional habits and drink to excess.” Says 
psychologist Wayne Sotile: “If you mismanage anger, it is going to compromise your 
most intimate relationships and isolate you from others.” 

Ayurveda says that anger is a side effect of having excess pitta (bile). The com- 
mon sense approach is to cool down or bring down the levels of pitta. Avoid hot, spicy, 
fermented and sour foods, citrus fruits; drinks containing alcohol or caffeine. 

Instead, eat bland food, cooling drinks. Rub co- 


“IF YOU MISMANAGE conut oil or bhringraj oil on the soles of the feet 
ANGER, IT IS GOING TO every night. A brew of chamomile, rose petal 
COMPROMISE YOUR powder and basil tea also brings down pitta. Or one 
MOST INTIMATE could take gulkand (rose petal jam). 

RELATIONSHIPS Baba Ramdev's advice is to practice the sheetali 
AND ISOLATE YOU pranayama for 12 cycles. In this, you purse your 
FROM OTHERS" mouth, make a tube of your tongue, breathe 
— deeply through your mouth down to your belly: 
Psychologist hold the breath for some seconds and breathe out 


through the nose. This "cools" the body. You 
could also line your nostrils with a small amount of brahmi (a herb that reduces stress) 
treated ghee. The inhalation calms the mind and reduces anger. 9 


Log on to www.businesstoday.in for How to Increase Focus 
at Work and Get a Handle on Your Regrets 
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* 100% natural plant product for 
diabetes ma nagement 


+ Powerful pancreaticstimulator 


* 


irf insulin secretion 


in animals and with human cellcultures demonstrate 
this extract's positive effect on reducing post meal 
glucose levels with little or no increase in blood insulin 
concentrations- a clear indicator of improved insulin 
sensitivity. 


Several studies show that this active ingredient plays a 
valuable role in insulin promotion and glucose 
regulation. This active ingredient stimulates insulin 
secretion, thereby limiting the extent to which blood 
glucose (the glycemic index) is elevated. Elevated 
blood glucose after meals 
leads to increased production 
of body fat. 


-e 


The active ingredient 
promotes insulin secretion 
and inhibits the rise of blood 
» glucose, thus helping to 
reduce body fat production. 
This active ingredient in 


is fibre. This pramgre er 7 - Fenugreek seeds exhibits a 
IS comprised of Gct@ntificathy proven. blood specific effect on the Islets of 
mans, similar to  - -cholésterol &. blood glucose | Langerhans in the pancreas. 
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active ingredient in 
seeds assists the 
in production of 
dies have shown 
wg Fenugreek to your diet reduces fasting 
gar and improves after-meal glucose 
significantly. This active ingredient works by 
'ate mechanisms: It has a direct, stimulating 
insulin production for those who wish to 
«heir glucose metabolism and helps to reduce 
wesistance and the uptake of glucose, thereby 
overall blood glucose levels. Several studies 








* Proven nontoxic | - é ! 


_N el & na a process 
pone patent filed - 


WwwwW.fenfuro.com 


production. Most significantly, 
the effect of this active 
ingredient is glucose 
dependent. The higher the 
level of blood glucose, the 
greater the insulin promoting 
response elicited by this active 
ingredient. Thus the active 
ingredient in Fenugreek seeds 
exhibits a significant regulating effect, which 
corresponds with the insulin needs of the body at any 
given time, making this compound "adaptogenic," 
responding to the particular needs of the body at any 
given time. 





While no side effects of Fenugreek having been 
reported till date but its use during pregnancy is 
discouraged. 
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AMISH TRIPATHI 


On the Write Path 


India’s top B-schools are churning out novelists like never before. First, there 
was IIM-A's Chetan Bhagat, who became a best-selling author. Then banker 
Ravi Subramanian (a former ttM-8 grad) wrote If God was a Banker. And now 
AMISH TRIPATHI, 35, National Head (Marketing & Product Management), IDBI 
Fortis Life Insurance, is set to enter the league of novelists. Tripathi, an 11M-c 
graduate, has just launched The Immortals of Meluha—the first of what he calls 
his "Shiva Trilogy”. "The inspiration came from years of reading mythological 
stories and discussions with my father." says Tripathi. What is unique, how- 
ever, is the book's marketing strategy. A short film on the book has been 
released on YouTube and publishers Tara Press is distributing the book's first 
chapter for free. Looks like another finance expert has caught the writer's bug. 
ANUSHA SUBRAMANIAN 
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D RAGHU BHAT 


racts 


* minds who have put their heads together to turn 

MANISH BHATT, 40 and RAGHU BHAT, 37, have just 

"wn ad agency, barely three months after quitting as 
at Contract Advertising. With their brainchild 
e duo is determined to get into the big league. Fast friends 
mmon surname (though spelt differently), they have also 

igupta, former client servicing head at Contract, as a 

incept Communications owner Vivek Suchanti as an 
crow is a fully functional agency with Suchanti helping 
nancial front," says Manish. Behind well-known ads such 
'are's “KILB", the team already has some big clients in the 
astructure is already in place and we have four accounts, 
from the Religare Group,” Manish signs off. 

SHAMNI PANDI 


in 
sagdom, known for its abundance of oil and pearls. 

“sars, however, Bahrain is raking in the money from 
lustry as well—tourism. In 2009, eight million 
ted the country, which, at 665 sq. km. is smaller 
‘ing Fahd International Airport in neighbouring 

dia (the largest airport in the world)! Yet there's 

lot to see here. The 2010 Formula I season kicks off 
arch 12, but if cars racing at 300 kmph are not your 
nge around at one of the many beaches, check out 
ng coral reefs or visit the majestic Qal'at al-Bahrain 
UNESCO World Heritage Site). Also spend a day at the 
National Museum, where artifacts used by the 
rst settlers 9,000 years ago are preserved. 9 

DHIMAN CHATTOPADHYAY 





CANON 550D 


Sharp Shooter 


Canon s baby Digital Single Lens 


Reflex (DSLR) camera gets a fresh 
boost, with another 50 added 

on to its earlier 500D model num- 
ber. The 550D, though. has some 
key features that another. more 
expensive sibling. the 7D, also 
offers, for a lot less. What makes 
the 550D special is the camera's 
ability to shoot full-High Definition 
(1080p) video at 30 frames per 
second. It also has a new 18.1 
megapixel sensor; a nine-point 
auto-focus system and a large 
high-resolution 3-inch wide-aspect 
ratio LCD screen. Along with 
Canon's standard 1 8-55 mm kit 
lens, the 550D should cost around 
Rs 50,000 in India. But, expect 
Canon India to keep the existing 
500D on the market as well, at a 
reduced price 


KUSHAN MITRA 
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Aing 


**: BlackBerry 


RAVI VENKATESAN 


: Chairman Microsoft Corp. (India) 
services 

now on The leadership lesson 
| remember best 


Airtel As a young kid, seeing J.R.D. Tata 


> quietly picking up bags falling 
prepaid off the baggage carousel at the 


Bombay airport and putting them 
back. A dramatic illustration of 
the fact that really great leaders 
are genuinely humble. 


The political leader 


| admire the most 
Barack Obama. 


The business leader 

| admire the most 

Bill Gates, of course! | deeply 
Wireless admire his intense curiosity about 


Internet everything and his capacity for 
reinventing himself. 


Books/movies | would 
recommend on leadership 
Good to Great by Jim Collins 


and Servant Leadership by 
Robert Greenleaf. 


What I think is the 
difference between a 
manager and a leader 
A manager does things right, 
which implies execution 
excellence and efficiency, whilst 
a leader does the right things, 
which implies a vision and a 
path that inspires followership. 
Management is a career. 
Leadership is a calling. 

Both are needed. 


The worst thing 
a leader can do 


Be focussed on himself/herself. 
Nothing causes you to lose trust 
and followership faster. 


As told to Saumya Bhattacharya 


To activate SMS 
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... Mr. Sharma chose ... Mr. Verma chose the 
the old way SBI-ASBA way 

* Mr. Sharma applied for shares worth * Mr. Verma applied for shares worth 
Rs.1,00,000/- but received an allotment Rs.1,00,000/- and the amount remained 
worth Rs.10,000/- in his SBI account continuing to earn 
* He will get his refund only after a month eres 
while losing interest on the entire amount * His allotment of shares worth 
of Rs.1,00,000/- Rs.10,000/- happened within 15 days and 


| | iatel 
* Mr. Sharma is still waiting for the refund the balance was unblocked immediately 


|| * Mr. Verma has now applied for another 
hath lyf IP 
so that he can apply for another IPO IPO through SBI-ASBA 


24x7 Helpline: 1800 11 22 11 (Toll free from BSNL / MTNL landlines) or 
Email: contactcentre@sbi.co.in or visit www.sbi.co.in 


CALL: Punjab & Chandigarh: 9779162211 * Haryana: 9996372211 * West UP & Uttarakhand: 9760202211 * Kolkata City 
9748422211 * Rest of West Bengal (except for Kolkata city), Sikkim & Andaman & Nicobar Islands: 9933202211 * Mumbai & Navi 
Mumbai City: 9987552211 * Goa & Maharashtra except Mumbai & Navi Mumbai City: 9730012211 * Madhya Pradesh & Chattishgarh 
9893282211 * Karnataka: 9731932211 * Chennai city: 9790942211 * Rest of Tamilnadu (except Chennai) & Pondicherry 
9791912211 * Delhi & National Capital Region: 9958802211 * Kerala & Lakshadweep: 9995392211 * Gujarat, Daman, Diu, Dadra & 
Nagar Haveli: 9724342211 * Andhra Pradesh: 9959192211 * UP East: 9793502211 * Orissa: 9777452211 * Bihar & Jharkhand 
9955952211 * Assam: 9957052211 * Rajasthan: 9799332211 * Himachal Pradesh: 9809092211 * Jammu & Kashmir 9797522211 
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Smarter government for a smarter planet. 


Today. local and national governments are infusing more 
ntelligence into their systems to stimulate economies and 
address the needs of citizens through smarter operations 


Smarter government is more than simply regulating the outputs 
of economic and societal systems. It is a smoothly functioning 
system on its own, interconnecting and interfacing dynamically 
with citizens, communities and businesses in real time to spark 
growth, innovation and progress e 
With India's population already at 1.3 billion and growing, the 
scalability and complexity required of this task could become 
enormous. Having worked with governments in more than 150 
countries, IBM recognizes the challenges they face as they reach 
out to include citizens across digital and economic divides 


By its very nature, smarter government benefits every segment of 
the population. For example, SAHANA, an open source disaster 
management system deployed by national and state governments 
been a boon to citizens affected by natural disasters 
Developed in the wake of the Bhuj earthquake of 2001 and the 
pan-Asian tsunami in 2004, it has helped millions of people in 
rebuilding their lives after the Bihar floods of 2008 


has 


Smarter government has also inspired “one of the largest 


transport networks in the world—IndiaNe’Railways. Today, 
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more than 100,000 employees use the Crew Management 
System (CMS) that automates and regulates the day-to-day 
management of staffing on board the trains. Coupled with direct 
data access over mobile phones, CMS helps manage crew 
deployment more effectively and improves visibility of 
information to the right person at the right time, resulting In new 


efficiencies for the railway system 


Smarter government also provides up-to-the-minute intormation, 
offering valuable and sometimes critica 
citizens. Today, a Real Time Crime Centre system helps the 
New York City police analyze crime information to improve 
public safety. With a 27% drop in crime since 2001 
made New York the safest large city in the U.S. Data analysis 
traffic 


support to its 


it has 


also helps fight problems of daily life, such as 
gridlocks. This has paved the way for the smart traffic 


systems of Singapore, Brisbane and Stockholm to reduce 
both congestion and pollution 


Systems such as these, along with integrated service delivery 
offices that support multiple services and technology-driven 
transactional abilities, are clear signs of smarter governance 


Join an ongoing conversation 


our planet today al 


Let's build a smarter planet 
about the most critical issues facing 
ibm.com/smarterplanet/in/government 
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